ania ` : 
ears Y A ue Lr SH 2 2: . 
; o Gh. h mo i um : 


ASIAN ^ 
SURVEY 


A Monthly Review of Contemporary Asian Affairs m University of California Press 


Vol. XXIX, No. 1, January 1989 
See ee 
A SURVEY OF ASIA IN 1988: PART I 


E Japan in 1988 - HARUHIRO FUKUI Bi China in 
1988 - LOWELL DITTMER NW South Korea in 
1988 - HAN SuNG-Joo @ North Korea in 1988 - 
B. C. Kou B Mongolia in 1988 - ALAN J. K. 
SANDERS M Taiwan in 1988 - JAMES D. SEY- 
MOUR B Vietnam in 1988 - RONALD J. CIMA 
Cambodia in 1988 - KHATHARYA UM @ Laos in 
` 1988 - MARTIN STUART-Fox W The United 
States and Asia in 1988 - FRED GREENE E The 
USSR and Asia in 1988 - GERALD SEGAL 








Editors: ROBERT A. SCALAPINO & LEO E. ROSE 


‘Assistant Editor: MYRNA PIKE 
Editorial Assistant: BONNIE DEHLER 


ASIAN SURVEY (issn 0004-4687) is published monthly for the subscription rates given 
below by the University of California Press, Berkeley, California 94720. Second-class postage 
paid at Berkeley, California and additional mailing offices. Postmaster: Send address changes 
to Asian Survey, University of California Press, Berkeley, California 94720. 

Articles in ASIAN SURVEY do not necessarily represent the views of the editors or the 
University of California. Although the editors are responsible for their selection and accep- 
tance, responsibility for the opinions expressed and for the accuracy of statements contained 
in articles rests with their authors. 

Editorial submissions and correspondence may be sent to: Asian Survey, Institute of East 
Asian Studies - Room 516, University of California, 2223 Fulton Street, Berkeley, California 
94720. Manuscripts submitted to Asian Survey will not be returned unless specifically re- 
quested by authors, who should then provide a self-addressed, stamped envelope. 

Copying notice: Authorization to photocopy items for internal or personal use, or the inter- 


. nal or personal use of specific clients, is granted by The Regents of the University of Califor- 


nia for libraries or other users registered with the Copyright Clearance Center (CCC) 
Transactional Reporting Service, provided that the base fee of $1.00 per copy is paid directly 
to CCC, 21 Congress Street, Salem, MA 01970. Indicate fee-code 0004-4687/85 $1.00. 

Subscriptions: Yn the U.S., $35.00 a year for individuals; $20.00 a year for students; $70.00 
a year for institutions; outside the U.S., add $8.00 for postage. Payment may be made with 
UNESCO book coupons. Please allow four months for the first issue to be received. Single 
issues of the current volume: students-$5.00; institutions-56.00. Back issues of prior 
volumes: $6.00. Please send correspondence on subscriptions and advertising to Asian Sur- 
vey, University of California Press, Berkeley, California 94720. 

Allow at least four weeks for changes of address to take effect. Issues returned by the post 
office as undeliverable at the address shown will be replaced at a service charge of $5.00 each. 
Domestic claims for nonreceipt of issues should be made within 90 days of the month of 
publication, overseas claims within 180 days. Thereafter, the regular back issue rate will be 
charged for replacement ($6.00). Overseas delivery is not guaranteed. 

© 1989 by The Regents of the University of California. 

Printed in U.S.A. 













Cay, 67? 
UU 
VÀ iL 


^ i 


SURVEY 


A Monthly Review of Contemporary Asian Affairs I University of Califurnia Press 

















Vol. XXIX, No. 1, January 1989 


A SURVEY OF ASIA IN 1988: PART I 
1 HARUHIRO FUKUI - Japan in 1988: At the End of an Era 


12 LOWELL DITTMER : China in 1988: The Continuing Dilemma 
of Socialist Reform 












29 HAN SUNG-Joo - South Korea in 1988: A Revolution in the 
Making 

39 B.C. Kou - North Korea in 1988: The Fortieth Anniversary 

46 ALAN J. K. SANDERS - Mongolia in 1988: Year of Renewal 

54 JAMES D. SEYMOUR : Taiwan in 1988: No More Bandits 

64 RONALD J. CIMA - Vietnam in 1988: The Brink of Renewz. 


73 KHATHARYA UM + Cambodia in 1988: The Curved Road to 
Settlement 


81 MARTIN STUART-Fox + Laos in 1988: In Pursuit of New Di- 
rections 


89 FRED GREENE : The United States and Asia in 1988: A Chang- 
ing Environment 


101 GERALD SEGAL - The USSR and Asia in 1988: Achievements 
and Risks 





Editors 


ROBERT A. SCALAPINO & LEO E. ROSE 


Editorial Board 


JAMES N. ANDERSON* 
JOHN H. BADGLEY 

Hans H. BAERWALD 

A. DoAK BARNETT 
RICHARD BAUM 

ROBERT N. BELLAH* 
DELMER M. BROWN* 
JYOTIRINDRA DASGUPTA* 
ROBERT F. DERNBERGER 
GEORGE A. DEVos* 
LOWELL DITTMER* 
JURGEN DOMES 

CAROLYN M. ELLIOTT 
AINSLIE T. EMBREE 

JOHN K. FAIRBANK 
HARUHIRO FUKUI 
NORTON S. GINSBURG 
BRUCE GLASSBURNER 
ALLAN E. GOODMAN 
ROBERT L. HARDGRAVE, JR. 
HENRY C. HART 

DONALD C. HELLMANN 
ROBERT A. HUTTENBACK 
KARL D. JACKSON* 
ROUNAQ JAHAN 
CHALMERS A. JOHNSON 
Joyce K. KALLGREN* 
JUN-YOP Kim P 
DONALD W. KLEIN / 
STANLEY A. KOCHANEK 
PAULINE KOLENDA 
RICHARD D. LAMBERT 
ROBERT LAPORTE, JR. 
CHONG-SIK LEE 
SOLOMON B. LEVINE 
CHOH-MING LI 

ALAN P.L. Liu 

Kir G. MACHADO 
JUNNOSUKE MASUMI 
JAMES WILLIAM MORLEY 


GC 


*DENOTES RESIDENT MEMBER 


LELA G. NOBLE 
WILLIAM E. OVERHOLT 
Guy J. PAUKER 

JOHN C. PELZEL 
HERBERT E. PHILLIPS* 
ANSIL RAMSAY 
ROBERT R. REED* 
EDWIN O. REISCHAUER 
RALPH H. RETZLAFF 
JAMES R. ROACH 
THOMAS W. ROBINSON 
HENRY Rosovskv 
RAMASHRAY Roy 
LLovp I. RUDOLPH 
KERNIAL S. SANDHU 
LAURISTON SHARP 


-GASTON J. SIGUR 


MILTON SINGER 
RICHARD SISSON 
THOMAS C. SMITH* 
H. ARTHUR STEINER 
DAE-SOOK SUH 
GEORGE E. TAYLOR 
JAMES R. TGWNSEND 
TANG Tsou 

RICHARD L. WALKER 
PAUL WALLACE 
JUSUF WANANDI 
ROBERT E. WARD 
DoNALD E. WEATHERBEE 
MYRON WEINER 
FRANKLIN B. WEINSTEIN 
PAUL WHEATLEY 
ALLEN S. WHITING 
C. MARTIN WILBUR 
Davip A. WILSON 
HOWARD WRiGGINS 
GEORGE T. YU 
LAWRENCE ZIRING 





JAPAN IN 1988 
At the End of an Era 





Haruhiro Fukui 





“It is hard to disappoint low expectations," com- 
mented the Tokyo correspondent of the London-based Economist in April 
1988. “In that sense, Mr. Noboru Takeshita, . .. has come up to scratch in 
his first six months as Japan’s prime minister.”! Within a few months, and 
in the wake of the Toronto summit meeting, the correspondent corrected 
his or her earlier judgment and conceded that the Japanese prime minister 
was "[D]oing quite well actually.” A view generally as positive of 
Takeshita’s performance in his first year in power, but with a couple of 
new wrinkles, prevailed a few months later in the Japanese press. Those 
wrinkles then began to look more like the early signs of a malignancy that 
might cripple the Takeshita government and its main policy agenda long 
before the end of his second year in power. 


The State of the Economy 
Takeshita probably owed much of his success to favorable developments in 
the Japanese economy during his first year. As he went about forming his 
first cabinet in the fall of 1987, the Economic Planning Agency (EPA) and 
the Ministry of Finance (MOF) were reporting positive movements of all 
major economic indicators. In the months that followed, the indexes of 
output, sales, profits, and investments all steadily rose across the entire 
private sector, with only a few exceptions such as shipbuilding and ship- 
ping. By the spring of 1988, the pace of expansion had further and sub- 
stantially picked up, with the number of bankruptcies among enterprises 
hitting a 13-year low, while gross national product (GNP) grew at a 
double-digit monthly rate for the first time in eleven years. In the year’s 
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spring offensive (coordinated annual wage negotiations), unions won the 
largest wage increases in real terms (3.996 on average) since 1975. 

During the first quarter of Japan's 1988 fiscal year (April-June), GNP 
dipped by 146 on a quarter-on-quarter basis, thus interrupting the steadily 
expansionary trend that had lasted for two years since the first quarter of 
1986. The dip, however, was apparently temporary, and by August the 
expansionary trend had not only reappeared but accelerated, with house- 
hold expenditures registering a 4.196 rise and department store sales 5.296 
over the previous August. Meanwhile, during the first ten months of 1988 
Japanese imports increased sharply, especially from the United States, but 
Japanese exports increased even faster, especially to the European Com- 
munity and East Asian markets so that, overall, Japan was likely to end 
1988 with an annual trade surplus even larger than at the end of 1987. 

Stock prices in the Tokyo Stock Exchange (TSE), which had tumbled on 
“Black Tuesday" in October 1987,? hit the bottom by mid-November then 
began to recover, falteringly in the beginning but with increasing velocity 
and robustness as time passed. The Nikkei-225 index climbed from the 
low of less than 21,000 in early November, to well over 25,000 by early 
March, to nearly 28,000 by the end of June. Bulls had come charging back 
to Tokyo. Thé boom, however, was not without costs. By midyear some 
observers had begun to warn against rising inflationary pressures. Capac- 
ity utilization rates in the manufacturing sector were not only already very 
high but were rising, the labor market was already extremely tight, and the 
monetary conditions were, as the Economist noted, “exceedingly easy." ^4 

The boom further accelerated the already sharp rises in urban land 
prices. The average price of land used for residential, commercial, or in- 
dustrial purposes rose by nearly 2296 nationwide and by 6596 in Tokyo 
between March 1987 and March 1988, as compared to about 896 and 
24%, respectively, in the previous twelve months. A modest house in To- 
kyo for a family of three—i.e., a “standard” house used by the Ministry of 
Construction in estimating changes in housing costs—would now cost over 
52 million yen (about $450,000), or 8.5 times the average employee's an- 
nual income of slightly over 6 million yen, as compared to 6.4 times in 
1987 and 5.3 in 1986. These alarming statistics and public reactions to 
them prompted the Takeshita government in June to endorse a report of 
the new Administrative Reform Council that proposed consideration of 
drastic decentralization plans, including the possible relocation of the capi- 
tal. 


3. See Haruhiro Fukui, "Japan in 1987," Asian Survey, 28:1 (January 1988), p. 23. 
4. Economist, 11-17 June 1988, p. 86. 
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Even more serious in its long-term social and political implications was 
the influx of unskilled foreign workers triggered by the boom. The number 
of foreigners illegally staying and working in Japan had begun to attract 
considerable official and media attention by 1986, when the official esti- 
mate had put the number at 35,000. As the boom continued, the estimate 
rose to 50,000 in 1987 and to 70,000 by mid-1988. The number of un- 
skilled workers from Asian countries, such as the Philippines and Bangla- 
desh, accounted for about two-thirds of the total and was increasing faster 
than the number of those from any other region of the world. Japan thus 
faced the “guest worker” problem for the first time in its history and 
nearly two decades later than most other major industrial nations. 

Despite these and many other less obvious problems that it brought with 
it, the economic boom was unquestionably a positive factor in the media 
and public assessment of Takeshita’s performance in his first year at the 
helm of the nation. So was, by and large, his conduct of foreign policy. 


Takeshita’s Summit Diplomacy 

To many observers’ surprise, Takeshita proved to be an active and gener- 
ally successful diplomat as well as a shrewd operator in domestic politics. 
In the first twelve months of his prime ministerial tenure, he made nine 
official trips abroad. He first went to Manila in mid-December 1987 to 
attend the Association of Southeast Asian Nations (ASEAN) summit 
meeting where he announced the establishment of a new $2 billion 
ASEAN-Japan Development Fund. In mid-January 1988 he visited 
Washington, D.C., where he pleased President Reagan and other adminis- 
tration leaders by promising a larger Japanese share of the costs of the 
American military presence in Japan and measures to stimulate Japan’s 
domestic economy to reduce its dependence on exports for further eco- 
nomic growth. On his way home, he met with Prime Minister Brian Mul- 
roney in Ottawa. 

In late February he went to Seoul to meet newly elected President Roh 
Tae Woo. The two leaders agreed to set up a binational ‘‘wisemen’s 
group" called the Japan-South Korea 21st Century Committee. In late 
April and early May Takeshita toured four countries in Western Europe— 
Italy, the Vatican City, Great Britain, and West Germany—and in late 
May through early June he went to the United States for the second time, 
to attend a United Nations special session on nuclear disarmament and 
engage in a second *Ron-Noboru" tête-à-tête, and also visited three more 
West European countries—the Netherlands, France, and Belgium. In 
June Takeshita attended the annual summit meeting of the seven industrial 
countries in Toronto, where he unveiled a plan to forgive the poorest de- 
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veloping countries’ international debts to the tune of $5.5 billion. At the 
same meeting his finance minister, Kiichi Miyazawa, floated another, more 
complicated plan to alleviate the debt burdens of middle income develop- 
ing countries.? In the first week of July Takeshita visited Canberra, where 
he discussed the future of the Asia-Pacific region with Prime Minister. Bob 
Hawke and also met the opposition leader, Ian Sinclair. In late August 
Takeshita visited China, where he promised an *€810 billion (about $6.2 
billion) package of soft loans to help finance Beijing's new five-year eco- 
nomic plan and had a cordial talk with Deng Xiaoping. Finally, in mid- 
September he went back to Seoul to attend the closing ceremony of the 
Olympic Games. 

Two points about the diplomatic posture Takeshita assumed during 
these official overseas trips deserve special mention. First, he acted and 
spoke, no doubt deliberately, as the leader not only of Japan but of Asia. 
For example, during the Toronto summit meeting he kept reminding the 
other participants of the interests of developing countries, especially the 
newly industrializing economies (NIEs) of East Asia, a view incorporated 
into the text of the declaration issued at the end of the meeting. Second, he 
followed the precedent set by his immediate predecessor, Yasuhiro 
Nakasone, to extend the scope of Japan's diplomatic involvement beyond 
strictly economic issues. In his speech before the United Nations special 
session on nuclear disarmament in June, for example, Takeshita declared 
that Japan was ready to cooperate in U.N.-sponsored peace-keeping opera- 
tions in such places as Iran and Iraq, Kampuchea, and the Middle East 
and, so far as Afghanistan was concerned, to participate in a U.N. surveil- 
lance team as well as provide funds for the repatriation of Afghan refugees. 

In his first year as Japan's prime minister, Takeshita thus proved that he 
could be as active, if not as flamboyant, a player in international politics as 
Nakasone. Given Japan's rapidly rising economic profile and the interna- 
tional pressures that such a profile inevitably brings on the country, any 
Japanese prime minister may well have no choice but to be diplomatically 
active, regardless of personal style or preference. The record of Japanese 
foreign policy in general under Takeshita’s leadership seems to support 
such a conclusion. 


Japanese Foreign Policy in 

Takeshita's Year One 
After he attended the Toronto summit meeting with Takeshita in June, 
Foreign Minister Sosuke Uno paid an official visit to Israel, an action that 


5. For details, see Economist, 15-21 October 1988, pp. 101, 104. 
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broke a taboo observed by all Japanese cabinet members since the 1973 oil 
crisis. The event was widely regarded as a sign of increasing autonomy 
and assertiveness in Japan’s foreign policy posture and, paradoxically, also 
as a concession to Washington, which had been pressing Tokyo to change 
its inflexibly pro-Arab position in the Arab-Israeli dispute. In fact, it was 
both. The paradox of contemporary Japanese foreign policy parallels the 
paradox of postwar Japanese democracy: Japan is today driven by Ameri- 
can pressure to play an increasingly active and independent role in interna- 
tional politics, as Japan was forced to become a democracy forty years ago 
by the absolutist power of the American occupation authorities. 

The participation in the biddings for Strategic Defense Initiative (SDI) 
contracts by Japanese arms manufacturers was a private sector version of 
the paradox. In the biddings that closed on August 1, Mitsubishi Heavy 
Industries led a 10-company Japanese-American consortium that won a $3 
million contract to begin to study the feasibility of stretching the SDI 
shield over a wide swath of the Western Pacific. Kawasaki Heavy Indus- 
tries was affiliated with a rival winning consortium: led by an American 
firm, LTV. The Japanese arms industry thus seemed to be poised for a 
substantially expanded international role in increasingly multinational 
weapons research and development, production, and trade, largely thanks 
to persistent American pressure. 

Improvement of Tokyo-Washington relations, éspecially the resolution 
of the increasingly bitter disputes over economic issues, was a central for- 
eign policy goal of the Takeshita government from the beginning. In his 
first major effort to move toward the attainment of that goal, Takeshita 
promised President Reagan during his first visit to Washington in January 
to help increase American exports to Japan by removing many of the re- 
maining trade barriers, stimulating the domestic economy, and reforming 
the industrial structure. In the same spirit, Tokyo also agreed to begin by 
1990 to pay all wages and fringe benefits to the approximately 21,000 Japa- 
nese employed by American bases in Japan. ` 

These early initiatives helped to smooth out the ruffled Tokyo-Washing- 

‘ton relations but did not lead immediately to the resolution of all trade- 
related disputes by any means. The dispute over the participation of 
American firms in major Japanese public works projects reached a crisis 
point before it was brought to an end in late March. In February Wash- 
ington’s Trade Policy Review Group recommended retaliatory action 
against Japan under Section 301 of the 1974 Trade Act, and in early 
March the Washington Metropolitan Area Transit Authority refused Ja- 
pan’s largest construction company, Kajima Engineering and Construc- 
tion, Inc., and its American partner, Peter Kiewit, a contract for subway 
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extension work. It was these outright hostile and punitive actions taken by 
Americans that finally led the Japanese government to agree to facilitate 
the participation of American firms in seven major construction projects 
on the drawing boards in Tokyo, including the construction of new air- 
ports in Hiroshima and Kita-Kyushu. 

The negotiation over beef and oranges lasted until late June. In March 
Washington threatened to take the issue to CATT, while in Tokyo the 
Central Union of Agricultural Cooperatives, with the solid support of both 
LDP and opposition legislators, remained firmly opposed to the further 
liberalization of the existing quota on either commodity. A direct negotia- 
tion in early May between U.S. Trade Representative (USTR) Clayton 
Yeutter and Agriculture Minister Takashi Sato failed to produce an agree- 
ment. A month later, Reagan-Takeshita summitry—which took place in a 
London suburb—finally broke the stalemate, leading to the formal signing 
on June 20 of a complicated agreement on the phased reductions of Japa- 
nese import restrictions on beef, fresh oranges, and orange juice over the 
next several years. But the successful resolution of the disputes over public 
works and agricultural trade issues did not completely clear the air in To- 
kyo-Washington relations. 

For one thing, rice followed beef and oranges onto the agenda of bilat- 
eral negotiations. Despite its obvious desire to improve Tokyo-Washing- 
ton relations, the Takeshita government consistently opposed the 
liberalization of rice imports, whether from the United States or from any 
other source. In January and February both Takeshita and Agriculture 
Minister Sato repeatedly assured the Diet that rice imports were not going 
to be permitted. That, however, did not prevent the American Rice Mill- 
ers’ Association and the Rice Council for Market Development from con- 
tinuing to press for at least limited entry of American rice into the 
Japanese market. In September the two American groups petitioned the 
USTR, for a second time since September 1986, to secure for American 
producers 10% of the approximately ten million tons of rice annually con- , 
sumed in Japan. In the event, the USTR rejected the petition in the face of 
strong Japanese protests but, to Tokyo's dismay, invited the Rice Millers 
to renew the petition in early 1989 in the event the Japanese government 
failed to take appropriate action by then. At year's end, rice thus re- 
mained a prickly issue in Tokyo-Washington relations. 

Even more damaging from Tokyo's point of view was the so-called Om- 
nibus Trade Bill that was passed by the U.S. Congress in August. Two 
provisions of the bill, which was promptly signed by President Reagan, 
were particularly offensive to the Japanese. One was the section known as 
Super 301 that substantially strengthened the protectionist, and implicitly 
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anti-Japanese thrust of Section 301 of the 1974 Trade Act. The other was 
the so-called Toshiba provision, which extended the punitive action al- 
ready taken in June 1987 against the well-known Japanese manufacturer of 
electronic goods and its American subsidiary for the latter’s sale of milita- 
rily sensitive machines to the Soviet Union in violation of the ban imposed 
by the Paris-based Coordinating Committee for Export Control 
(COCOM). The Japanese government expressed “disappointment” at the 
news that the objectionable bill had become a law. 

Meanwhile, the dollar remained weak during the greater part of the year 
and lost about ten percentage points against the yen—the exchange rate 
shifting from about **137 per dollar in early November 1987 to about 
"F123 per dollar in mid-November 1988. This led to sharp declines in the 
outflows of dollar-denominated long-term capital from Japan in mid- 
summer, the total monthly outflow falling by 30%, investments in dollar- 
denominated bonds by 4096, and purchases of dollar-denominated equities 
by 33% between July and August. It began to look as if Japanese investors 
were finally abandoning the chronically weak dollar. 

Japan's relations with countries in Western Europe and East Asia dur- 
ing the first year of Takeshita's prime-ministerial tenure were even rockier 
that those with the United States, mainly due to the widening trade imbal- 
ances. While the Japanese surplus with the United States marginally di- 
minished during the year to the end of October 1988, those with the 
European Economic Community (EEC) and East Asian countries substan- 
tially widened. The EEC reacted to the trend first by revising its anti- 
dumping law in June 1987 to expand the range of its potential targets, and 
then by enforcing the new law against Japanese imports. Even under 
terms of the old law, the EEC collected, in the period between January and 
September 1988, over $1 billion in punitive duties on Japanese printers and 
‘photocopiers and a lesser amount on video-cassette recorders (VCRs). 
Under the terms of the new law that was invoked for the first time against 
Japanese electronic typewriters and scales in April, foreign products as- 
sembled within the EEC but less than 4096 of whose parts were procured 
from within the EEC were now subject to punitive duties, along with prod- 
ucts fully assembled abroad. Japan took the matter to the GATT's Anti- 
Dumping Committee in October on the grounds that the EEC's action 
violated GATT rules. The GATT promptly established a panel to investi- 
gate the issue. 

The evolving problems of Japan's economic relations with Asian coun- 
tries went far beyond bickering over trade imbalances, however serious 
they may have been. The key issue that had become ever more evident in 
recent years was what long-term political, as well as economic, relation- 
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ships should obtain between the emergent economic superpower and its 
regional neighbors. While many of the neighbors, especially the “four 
dragons"—South Korea, Taiwan, Hong Kong, and Singapore—substan- 
tially increased their exports to Japan during the twelve months up to Oc- 
tober 1988, their imports from Japan increased even more. Moreover, 
their exports not only to Japan but to other parts of the world, notably the 
United States, increasingly consisted of Japanese parts assembled abroad 
due to the great and growing gaps in production costs. Japan's neighbors 
thus looked more and more like offshore extensions of the constantly ag- 
grandizing Japanese economy. The Greater East Asia Co-Prosperity 
Sphere of World War II vintage had come out of mothballs. 

Takeshita's assumption of the role of an Asian leader at the Toronto 
sümmit meeting was one response to the political implications of Japan's 
evolving economic relationships with its Asian neighbors. A Ministry of 
International Trade and Industry (MITT) plan to set up:a formal advisory 
council to look into the feasibility, and the desirability, of a Pacific Basin 
regional bloc was another. Interestingly, Japan's neighbors did not 
strongly react to these Japanese moves one way or another in 1988. 

There was little tangible movement in Tokyc-Moscow relations during 
the year, especially on the northern islands issue, but the atmosphere im- 
proved somewhat. In June, a group of Japanese Foreign Ministry officials 
visited Moscow to discuss Soviet Foreign Minister Edward Shevardnadze's 
scheduled visit to Japan in December. Former Prime Minister Nakasone 
visited Moscow in July to discuss, among other things , the territorial issue 
with General Secretary Mikhail Gorbachev. The latter, however, refused 
to negotiate that issue on the grounds that Japan had rejected, during the 
Tanaka-Brezhnev talks in 1973, the Soviet offer to return two of the four 
islands in dispute. The decades-old issue was thus left for the Takeshita 
government to continue to mull over in the months to come. Meanwhile, 
economic relations between Japan and the USSR significantly expanded. 
In the first five months of 1988, Japnese exports reached $1.2 billion, or 
2396 more than in the same period of 1987. Moscow was now considering 
establishment of a special economic zone in Siberia in order to attract Jap- 
anese investments. In mid-November, it was disclosed that a consortium | 
led by Mitsubishi Corp. and involving at least two other Japanese firms 
had won a contract to build a $5 billion petrochemical complex in Siberia. 
An economic thaw was clearly well underway between the two countries 
even while they remained locked in the intractable territorial dispute. 


Domestic Policy and Politics 
On the domestic policy agenda that the Takeshita government inherited 
from its predecessor, tax reform and stabilization of urban land prices were 
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the two most important issues. On the latter issue, the new government 
accomplished, or tried to accomplish, very little in 1988 except the adop- 
tion in June of an extremely general and abstract long-term plan. From 
the beginning, Takeshita clearly chose to concentrate on tax reform. In his 
first state of the nation speech delivered to the House of Representatives 
plenary session in late January, the new prime minister pledged to give all 
he had to the fulfillment of his, and his predecessor’s commitment to im- 
plement a drastic reform of the whole tax system. In late June, while in 
Hawaii, Takeshita repeated the same pledge. During the intervening six 
months, the issue had moved forward at such an impressive pace that in 
midyear it appeared as if the most ambitious tax reform since 1950 was 
well within Takeshita’s grasp. 

As previously, two committees, one enea by and under the govern- 
ment and the other by and within the LDP, worked simultaneously but 
separately on the issue. By early February the government committee had 
drafted a four-point outline of the proposed reform: (1) response to the 
prevailing feeling among wage and salary earners that the existing income 
and resident taxes were unfair and inequitable; (2) correction of defects in 
taxes on assets; (3) correction of defects in consumption taxes; and (4) 
construction of a corporate tax system sensitive to international considera- 
tions. By late March the committee had drafted a detailed plan to achieve 
those four major goals. 

While all the opposition parties immediately and unanimously de- 
nounced the government committee’s plan and 60% of respondents in an 
Asahi Shimbun poll agreed with the opposition, the LDP tax committee 
took over the public relations campaign. As in the battle fought and lost 
by Nakasone on the same issue in 1987, the main bone of contention was 
the proposal to introduce a new across-the-board indirect (consumption) 
tax. In the first week of April, the party committee launched a series of 
public hearings on the issue, inviting as witnesses representatives of a vari- 
ety of interest groups. Big business organizations such as the Federation 
of Economic Organizations (Keidanren), the Japan Federation of Employ- 
ers’ Associations (Nikkeiren), and the Committee for Economic Develop- 
ment (Keizai Doyikai); bankers’ groups; and local government leaders 
were all generally in favor of an indirect tax. On the other hand, whole- 
saler and retailer organizations, especially those representing small busi- 
nesses, were either opposed or highly skeptical. In all, 338 groups were 
heard from in this first round of hearings. Of this total, 120 approved an 
indirect tax and, implicitly, the overall tax reform plan, 151 conditionally 
approved, 35 had serious reservations, 11 opposed, and 21 refused to take 
a position. 
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By the time the LDP committee conducted its second round of hearings 
in May and June, however, most wholesalers and retailers had changed 
their views and approved the proposed introduction of an indirect tax pro- 
vided that it was accompanied by substantial tax cuts. In light of the 
favorable turn in the climate of opinion, the LDP policy leadership, repre- 
sented by the party’s Policy Research Council and General Council, ap- 
proved in mid-June a reform package including the introduction of a 3% 
across-the-board consumption tax and the simplification and selective re- 
ductions of income, inheritance, corporate, and other existing taxes. The 
package was then presented to the Diet in six separate bills, and in late 
September the government extended the term of the current extraordinary 
Diet session by 59 days to ensure the completion of debates on, and suc- 
cessful passage of those bills by the end of the year. The Takeshita govern- 
ment’s game plan appeared both prudent and promising at this point, but 
it was subsequently jeopardized by what threatened to become one of the 
largest, and messiest, political scandals in postwar Japan. 

The scandal began to unfold in early July when it was disclosed that a 
company called Recruit Cosmos, between 1984 and 1986, had sold shares 
of its unlisted stock to 76 selected investors at 55 1,200-3,000 per share and 
that, when the stock began to be traded on the over-the-counter market in 
1986, its price shot up to about 5,000 per share. Some of the investors 
thus earned quick profits of up to 100 million, or about $800,000, by 
selling off all or some of their shares. Unfortunately for Takeshita and his 
tax reform plan, the 76 suspects included his own former aide, along with 
the current aides of LDP Secretary-General Shintaro Abe and former 
Prime Minister Nakasone, a son of LDP Policy Research Council Chair 
Michio Watanabe, and even more embarrassing, Finance Minister 
Miyazawa, former Education Mininster Yoshiro Mori, and former De- 
fense Agency Director-General Koichi Kato.® 

The illegality of the deals involved was not alleged, much less proven, 
except in the case of a subsequent bribery attempt by Recruit Cosmos offi- 
cials.^ Moreover, several opposition Diet members were implicated and 
one of them—the JSP's Takuzo Ueda—resignec his Diet seat in early No- 


6. Also implicated were three LDP Diet members, an aide of former Chief Cabinet Secre- 
tary Takao Fujinami, and an aide and a daughter of former Agriculture Minister Mutsuki 
Kato, along with two Democratic Socialist Party (DSP) Diet members and one Diet member 
each from the Japan Socialist Party (JSP) and Clean Government Party (CGP). 

7. In late October, the Tokyo District Public Prosecutor’s Office arrested a former Recruit ' 
Cosmos official, Hiroshi Matsubara, at the request of a DSP Diet member, Yanosuke 
Narazaki, who spearheaded the opposition investigation into the scandal. Narazaki alleged 
that on three occasions the Recruit Cosmos official had tried to bribe him and disrupt the 
parliamentary investigation. > 
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vember. Nonetheless, the opposition parties exploited the scandal to the 
hilt to delay debates on, and block passage of the tax reform bills. In mid- 
December the ultimate dispositions of the scandal and the six tax reform 
bills remained uncertain. 

Amidst the controversy over tax reform and the deepening Recruit Cos- 
mos scandal, media and public attention in Japan in the fall of 1988 was 
riveted on the deteriorating condition of the 87-year old emperor’s health. 
Since he vomited blood on September 19, Hirohito had lain on his death- 
bed, suffering from intermittent internal bleeding apparently caused by 
pancreatic cancer and surviving only by increasingly frequent blood trans- 
fusions. By the end of October he had been given more than 30 pints of 
blood, or about three times the amount of his own. 

The emperor’s illness and the forebodings of his approaching death led 
many Japanese political and business leaders to cancel their official travel 
abroad, popular entertainers and sports personalities their extravagant par- 
ties, schools their annual sports days, and girlie weeklies some of their 
most explicit photos. By late October fish dealers had begun to complain 
about sharp drops in the sales of seafood, especially expensive lobsters and 
red snappers that are traditionally served mainly on festive occasions. 
These and other losses due to the emperor's illness threatened to lower 
Japan's GNP in 1988 by as much as a full percentage point. 

In mid-December Japan seemed likely to have a new emperor very 
shortly, accompanied by a fierce controversy over the government's role in 
the traditional rites of imperial succession, especially as they involve the 
sensitive constitutional issue of the separation of state and religion. The 
future of the tax reform bills and the Recruit Cosmos scandal were more 
uncertain. Thus, Japanese in and out of government were anticipating the 
approaching denouement in more than one great national drama, possibly 
the greatest, in their lifetime. 
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What initially seemed to be a period of ascendancy for 
China’s groping reform movement has turned out to be one more year on 
an economic roller coaster. To be sure, scarcely two years ago the pros- 
pects for reform seemed bleak indeed. In the wake of the mobilization of 
an antireform juggernaut triggered by the student protest marches in De- 
cember 1986—a backlash that resulted in the demotion of Party Secretary 
Hu Yaobang and the rearrangement of the succession scenario—it seemed 
that reform might well be put on indefinite “hold.” By the end of 1987, 
however, the reformers, now under the leadership of General Secretary 
Zhao Ziyang, had not only survived the anti-bourgeois liberalism cam- 
paign but seemed in a strong position to launch a fresh offensive. Yet their 
optimism proved premature. After a summer of inflation unprecedented 
in the history of the PRC, attended by various social dislocations, reform 
policies had been stringently retrenched and even Zhao Ziyang's once un- 
assailable position reportedly has been undermined. The Chinese Commu- 
nist Party (CCP) leadership wound up 1988 daunted but by no means 
vanquished by this setback, having resolved to adopt a more cautious and 
gradual strategy in its next assault against the formidable citadel of price 
reform. If the perilous fate of reform is the big story of the year, it is 
surely not the only one. After examining the ebb and flow of the 1988 
reform offensive, some of these other developments—including a generally 
upbeat outlook in foreign affairs—will be briefly reviewed. 
Ever since the fall of Hua Guofeng in mid-1981 there has been a tacit 
cleavage within the reform coalition between market advocates and central 
planners, with the former tending to prevail during periods of expansion, 
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and the latter during phases of economic contraction. Thus, the economic 
contractions of 1980-81, 1983, and 1985 were accompanied by political 
ideological campaigns against “bourgeois liberalization,” “spiritual pollu- 
tion,” and “unhealthy tendencies,” respectively. After a spring of intellec- 
tual “blooming” following the last of these, a somewhat one-sided 
compromise seemed to have been reached at the 6th Plenum of the 12th 
Central Committee (CC) in September 1986, which endorsed a resolution 
promoting “socialist spiritual civilization" while redefining that term to 
sanction the “hundred flowers” and other reform policies. The intellectu- 
als and market reformers were not satisfied, and their discontent quickly 
translated into the student demonstrations demanding democracy and rad- 
ical reform that swept the nation’s campuses in December. This popular 
upheaval in turn precipitated the coalescence of a cabal of indignant senior 
cadres (both military and civilian), demanding the forcible reassertion of 
Leninist organizational discipline and at least lip service to ideological or- 
thodoxy. Under the ideological leadership of Deng Liqun and Hu 
Qiaomu, this conservative coalition forced the resignation of Hu Yaobang 
from his post as party general secretary, purged several officials previously 
linked to him (e.g., Propaganda Department Director Zhu Houzi and in- 
tellectual dissidents Liu Binyan and Fang Lizhi) and initiated a campaign 
against bourgeois liberalism. 

Zhao Ziyang, however, acted quickly to preclude any interference with 
economic production and, in effect, emasculated the campaign. He man- 
aged to protect the most moderate reformers (including Hu Yaobang’s 
China Youth League machine), and in fact, the backlash against liberaliza- 
tion touched off its own backlash against conservatism among the reform- 
ers. Yet the conservatives were not without supporters in the successor 
generation, and the ultimate constitution of the Politouro Standing Com- 
mittee by the 13th Congress seems to have reflected a painstaking effort at 
balance, with Zhao Ziyang and former Hu Yaobang supporter Hu Qili 
tending to favor bold market reforms, Li Peng and Yao Yilin more in- 
clined toward central planning and ideological orthodoxy, and Qiao Shi 
typically taking a middle position. The stake of the military in the leader- 
ship was also reduced with only two soldiers—Qin Jiwei, chief of its gen- 
eral staff, and Yang Shangkun, permanent secretary of the Party’s Central 
Military Commission (CMC)—on the Politburo. Zhao himself became 
vice-chair of the CMC. 

As the senior figure among potential successors, with a broader political 
base and a substantial head start, Zhao lost no time in seizing the initiative 
by redefining the ideological climate to facilitate the introduction of appar- 
ently heterodox economic innovations. China, he announced at the 13th 
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Congress, was still at the “primary stage of socialism,” and thus a *'social- 
ist commodity economy" was not only still necessary but fully appropriate; 
nor was this a brief transition phase, according to Zhao, but a stage that 
would last at least a hundred years. Zhao's theory was reportedly an “‘ide- 
ological shock to many comrades,"! but Zhao's position was so strong at 
this point that his revision brooked no challenge. By reconceptualizing 
China's progress along Marxist stage theory in such minimal terms, he had 
in effect reduced his vulnerability to ideological criticism. He next pro- 
ceeded, over some opposition, to eliminate possible resistance from the 
propaganda organs where the conservatives had entrenched themselves. 
He Jingzhi, deputy director of the CCP Central Propaganda Department, 
was forced to retire in December 1987, and the power of CPD director 
Wang Renzhi was neutralized. Casually observing that he "never read" 
Hongqi [Red flag], the Central Committee's chief propaganda organ any 
more, Zhao signaled his intention to disband it. When the rumor surfaced, 
eight members of the Central Advisory Commission, led by Bo Yibo and 
Wang Renzhi, asked Zhao to put the journal on probation instead. Not 
until June 1, 1988, was Hongqi finally shut down, to be replaced by the 
journal, Qiu Shi [Seeking truth from facts], published not by the Central 
Committee but by the Central Party School (reducing its status). Chief 
Editor Xiong Fu, Deputy Chief Editor Mao Zhongyang, and Advisor Lin 
Xiaoxia were quietly retired, but otherwise the new journal inherited the 
staff (some 400 writers) of the old. Along the same line, it was officially 
decided that the portraits of Marx, Engels, Lenin, and Stalin would no 
longer be publicly displayed in Tiananmen Square after the celebration of 
the 40th anniversary of the founding of the PRC on October 1, 1989. 
Meanwhile, two giant statues of Mao were removed from Peking Univer- 
sity campus under cover of darkness, while gient slogans celebrating the 
glory of his Thought vanished from panels in the center of the capital. 
With such official encouragement, the tone and content of the press almost 
returned to the standards set during the Hundred Flowers revival of the 
summer of 1986. 

Economically speaking, the old year ended well from the perspective of 
continued reform—rapid economic growth fostered an atmosphere condu- 
cive to bold experiments, while the more problematic sectors often proved 
to be those that reform had failed to penetrate. Preliminary figures 
showed that the economy grew at a rate of 9.4% in 1987, with industrial 
production up by an amazing 14.6%. Statistics released by the State Sta- 
tistical Bureau in 1987 revealed that China's GNP had doubled since 1978, 


1. Far Eastern Economic Review (hereinafter FEER), October 27, 1988, pp. 37-49. 
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that the gross value of agricultural output was the highest in the world, 
and the gross value of industrial production came fifth. After trade deficits 
in 1985 and 1986, China actually enjoyed a surplus in 1987, thanks to a 
surge in exports, continued tight foreign-exchange controls, and skillful 
foreign debt management.” The Special Economic Zones (SEZs) had their 
best year to date in 1987, with a combined industrial output value up 52% 
over the previous year (Rmb11.2 billion, or US$5.35 billion). 

In agriculture, the reforms had already achieved their most dramatic 
breakthrough and were now beginning to generate difficulties, but in in- 
dustry the most conspicuous problems arose not from the repercussions of 
the reforms but from those sectors that had successfully resisted them. 
Thus, the tiny private industrial sector was achieving the most rapid 
growth, the larger collective sector the second most rapid, and the state- 
owned industrial sector (the most "socialist" form of production) lagged 
far behind.’ An August 1988 survey indicated that 17% of 6,000 major 
state enterprises were unprofitable, losing $1 billion in the first six months 
of the year. Of China’s 500 million workers, 380 million work in the coun- 
tryside and 120 million in the cities; about 85% of the latter work in state- 
run enterprises. Though they work in the country’s most heavily capital- 
ized industries accounting for the largest proportion of economic output 
value, the 93 million state employees remain the least motivated and com- 
petitive of Chinese workers. Introduction of the contract labor system in 
late 1986, under which new workers sign short-term employment con- 
tracts instead of getting the “iron rice bowl” of life tenure, seems to have 
had little impact. Less than 5% of the work force has signed such con- 
tracts, fearing loss of tenure. The implications seemed clear; more reform, 
not less, was needed, and it should be focused on those urban industrial 
sectors that had hitherto resisted it. 


The Reform Thrust 


After preparing the way by first redefining the ideological context in which 
their innovations would be interpreted, the reformers launched their offen- 


2. China's balance of payments showed deficits of $4.6 billion in 1985 and $2 billion in 
1986, while its foreign debt grew from $14 billion to $25 billion between 1984 and 1986, 
according to IMF figures. Exports surged 30% in 1987, while imports were successfully cut. 
FEER, January 7, 1988, pp. 40-41. 

3. The collectively owned industries have consistently outperformed the state sector ever 
since China liberalized its economic policies. Between 1980-85, the gross value of industrial 
output for state-owned enterprises increased by 48%, but its proportion of the national total 
during the same period dropped from 76.3 to 64.9%. The output value of collectively owned 
enterprises increased by 141%, representing a jump from 23.2% of the national total to 
30.5%. i g 
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sive at the 7th National People’s Congress (NPC), March 25-April 13, 
1988, in Beijing. About the source of the motive power for these innova- 
tions there can be little question. For the first time, Zhao Ziyang made a 
formal assertion of the Party’s leadership role in his report to the 13th 
Party Congress: the CCP “formulates political principles, points the polit- 
ical direction, makes major policy decisions, and recommends cadres for 
key posts in organs of state power.” Zhao made provision for shifting con- 
trol of economic policy to his new power base by establishing within the 
Politburo the Central Finance Working Group chaired by himself. 
Although formally the National People’s Congress should have been under 
the control of the premier, Zhao preempted Li by convening the second 
plenum of the 13th Central Committee immediately before the NPC ses- 
sion—the first time a CC plenum had been convened so close to the NPC 
since 1978. Zhao set the agenda by giving a major speech at the plenum on 
March 15, which received wide publicity, and he submitted for CC ap- 
proval a name list of candidates for state and Chinese People’s Political 
Consultative Conference (CPPCC) posts, further underlining the control- 
ling position of the Party leadership. This was the first time the Party’s 
role in selecting government leaders had been exercised so explicitly. 
The NPC played its role with evident enthusiasm. Reform was stressed 
as the “center of all undertakings,” and this was given some credence in 
what Xinhua proudly called the “most open and democratic" NPC session 
since 1954. For the first time there were more candidates than seats in 
many of the local-level congress elections from which the 2,970 delegates 
were selected, as a result of which some nominees from the floor (e.g., Liu 
Yuan, one of Liu Shaogi's sons, who became vice-governor of Honan prov- 
ince) displaced official party candidates. Thus a record 71% (2,107) of the 
2,970 delegates were newcomers, the average age a mere 52.9 years, and 
56% had at least middle school educations. This relatively fresh, young, 
and well-educated pool of delegates seems to have taken their mandate 
quite seriously, for there was a great rash of questions and commentary, 
duly reported in the media. Delegates held small group meetings, some of 
which protested inflation, or the fact that pay scales for intellectuals had 
not been raised since the 1950s, or the imposition of national economic 
` policies on the minority regions (e.g., Tibet), or the inequality spawned by 
the accelerated opening of the coastal provinces. Although the delegates 
were given only a single-candidate list for executive positions (perhaps due 
to the upsets precipitated at the Party Congress), and the majority who 
. were CCP members were called to a preballotiag meeting and urged to 
vote the party line, the introduction of a secret ballot gave ample opportu- 
nity for opposition to manifest itself. Although all candidates were over- 
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whelmingly elected, not one was elected unanimously. Yang Shangkun 
became the new state president despite 124 votes against and 34 absten- 
tions, Vice President Wang Zhen received 212 nays and 77 abstentions, 
and even Deng Xiaoping received a few negative votes and abstentions in 
his successful candidacy for chair of the Central Military Commission. 
Evincing some embarrassment, the papers refused to publish a breakdown 
of the voting, but tallies quickly became available through unofficial 
sources, 

The appointments conformed with expectations since the previous sum- 
mer's Beidaihe meetings: Li Peng was confirmed as premier, with Tian 
Jiyun and Yao Yilin also remaining vice-premiers, joined by Foreign Min- 
ister Wu Xueqian. Of the 41 ministers approved by the NPC, 26 had been 
ministers in the previous State Council and nine had been vice-ministers. 
In part of the latest reorganization, the number of state councillors was 
reduced from eleven to nine, of whom seven were newly elected; among 
them were Beijing mayor Chen Xitong and Deng Xiaoping protege Li 
Guixian, a Soviet-trained engineer who also became president of the Chi- 
nese People’s Bank. Though an effort was apparent here, as at the Party 
Congress, to balance conservatives and reformers, conservatives seemed to 
have the upper hand. Conservatives Li Peng and Yao Yilin both received 
extremely important supplementary positions within the State Council (Li 
took over chairmanship of the Commission for the Reform of the Eco- 
nomic System from reformer Li Tieying, and Yao chaired the State Plan- 
ning Commission, whose importance was further enhanced by the recent 
structural reform), while reformers Tian Jiyun and Wu Xueqian had no 
further posts or power bases at their disposal. Yang Shangkun, 81, re- 
placed a slightly younger Li Xiannian as state president, with the outspo- 
ken conservative Wang Zhen, 80, as sole vice-president. Reformer Wan Li 
relieved conservative Peng Zhen as chair of the NPC Standing Committee, 
but 11 of the 19 committee vice-chairmen were holdovers, and three of the 
eight new vice-chairmen were former Politburo members or alternates. 
The selection of Cultural Revolution survivor Peng Chong, 73, as general 
secretary and concurrent vice-chair seemed an obvious conservative ploy 
to keep Wan in check. The 135 regular members of the Standing Commit- 
tee were the only officials selected in an election with more candidates 
(144) than posts. 

Adhering to protocol, Li Peng in his report to the NPC followed closely 
along the lines developed in Zhao’s report to the 13th Congress and in his 
speech to its second plenum. He focused on inflation as China’s outstand- 
ing problem, but indicated that the State Council had decided nevertheless 
to continue reforming irrational prices, and “a certain rise in prices as a 
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whole is inevitable in the course of reform and indispensable for promoting 
the growth of the commodity economy.” Noting that economic growth 
over the past five years had increased by 11.1% annually and national 
income had risen by 10.7% per annum (peasant wages were up 8.6% per 
annum, urban workers by 6.3%, after taking price inflation into account), 
Li advocated a slowdown; industry was targeted to grow by 8% in 1988 
and agriculture by 4%, for an aggregate GNP of 7.5% compared to 9.4% 
in 1987. Pointing with alarm to the recent decline in grain production, Li 
gave it top priority, announcing a program of incentives that would alleg- 
edly enable grain production to reach 500 million tons by the year 2000, a 
25% increase from the 1987 level. Other pricrities Li recommended for 
the next five years included basic industries and infrastructure (i.e., com- 
munications and transportation, including a highway system). The NPC 
also finally gave approval to the Enterprise Law that Peng Zhen had kept 
bottled up for so long, establishing the principle of separating ownership 
from management; the Bankruptcy Law, approved in December 1986 after 
an even more difficult passage, was triggered to phase in three months after 
the Enterprise Law took effect. 

The three significant reform programs introduced in the spring 1988 of- 
fensive, roughly coinciding with the NPC session but not necessarily made 
public via that forum, were: the legalization of iand sales, representing yet 
another step in the separation of formal ownership from operational con- 
trol; the program for accelerated development of China’s eastern coastal 
region in an effort to breathe new life into the “opening to the outside 
world;" and the most serious effort at price reform since this objective was 
first embraced in 1984. 

The introduction of a free market in land-use rights (lease rights) was an 
innovation designed to facilitate the accumulation of agricultural land- 
holdings by more efficient, large-scale farmers while inducing surplus labor 
to shift to nonagricultural employment, and to provide municipal authori- 
ties with a new source of revenue. There have been statements indicating 
that the authorities expect a substantial proportion—perhaps as much as 
30-40%—of the 800 million peasants now on the land to sell their stake 
and engage in services or sideline production, either in the villages or in 
the satellite towns now being encouraged. By charging fees for land used 
for nonfarming purposes, the loss of farmland to suburban housing (at the 
rate of some 400,000 hectares per year) would elso be curtailed. 

The accelerated development proposal for China’s eastern seaboard re- 
gion (often referred to as the Gold Coast model) essentially extends the 
special tax and licensing benefits designed to lure foreign investors in the 
Special Economic Zones to the shoreline provinces, where some 200 mil- 
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lion people live. Although designed to supplement the SEZs, this vision- 
ary proposal also marks a departure from them in the sense that foreign 
entrepreneurs are encouraged to invest in China’s most advanced urban 
centers rather than being quarantined in relatively remote areas lacking 
infrastructure. Henceforth, China will emulate Japan’s early post-war 
strategy of attracting investment to the most advanced and developed 
areas where technology can most readily be assimilated. Zhao also tied his 
proposal to the PRC’s emergent reunification strategy of cultivating func- 
tional linkages with Taiwan, pointing to the gap in per capita incomes 
($3,000 vs. ca. $500) as the greatest obstacle to reunification. The back- 
ground and a likely motive for this proposal is the recent lapse in foreign 
direct investment in China; although the number of new contracts signed 
in 1987 was 33% greater than in 1986, the total was still far behind 1985. 
It is still too early to discern the impact of the Gold Coast model as a 
whole on prospective foreign investors, but it has already excited some 
resentment from representatives of the interior regions on grounds that it 
will further aggravate growing inter-regional income disparities. 

Another reform introduced to facilitate China’s opening to the outside 
world but extending beyond the Gold Coast provinces involved further 
devolution of control over external trade. This involved moves that may 
be assumed to have taken considerable courage (even recklessness) in view 
of the fact that the use of funds not accounted for in state plans—much of 
it for unauthorized capital construction—already totaled $51 billion in 
1987, and the 1987 budget deficit came to $2.15 billion.^ In early 1988 
China surpassed South Korea to become Asia's largest market absorbing 
overseas loans.? 

The third—and what was to prove the most fateful, at least in the short 
run—of the reform policies introduced (or rather resuscitated) in the 
spring of 1988 was price reform. Proceeding gradually with price re- 
form—decontrolling prices of some raw materials and finished products, 
granting some factories more autonomy in setting prices—had given rise to 
a dual or even multiple price system, in which the same commodity had a 
different price depending on the market. A de facto indexing system had 
come into being as a result of government endeavors to cushion urban 
consumers living on fixed wages from price hikes. Many of China's lead- 
ing reform economists came to feel that halfway reforms brought out the 

‘worst of both planned and market economies without resolving the issue, 


4. Asiaweek, April 8, 1988, p. 12. 

5. Ming Bao (Hong Kong), April 19, 1988, p. 29. It was noted, however, that the propor- 
tion of China's foreign debts to the amount of its exports (its debt-service load) is still below 
1596, deemed to be the level of safety. 
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and that China must set its course by some theoretically significant guide- 
post and achieve a breakthrough. The key to such a breakthrough, some 
believed, was price reform. 

Beginning in the spring of 1988, the reform leadership began to buy into 
this consensus. In early. May, Deng Xiaoping reportedly called Zhao 
Ziyang in for a meeting on price reform, complaining that "our pace has 
not been fast enough.” “We must adopt bolder measures. Don't be afraid 
to take risks.” Deng had been relatively inactive, apparently due to illness, 
during the NPC session in March and April, but in May he began to re- 
ceive foreign visitors again, at which time he occasionally indulged his 
penchant for provocative, spontaneous obiter dicta. He made statements 
to the effect that China must pass through the ordeal of price reform, that 
it was better to undergo pain for a short term than a long term. Mean- 
while Zhao called an extended meeting of the Politburo (subsequently ` 
dubbed its 9th plenum) to meet May 30-June i to discuss wage and price 
reform. China faced three options, Zhao said: "retreat," meaning that 
price reform should be aborted half way; “take a circumlocutory route," 
avoiding price reform, which would lead to an impasse; and tackling price 
reform head on. China, he advised, should take the third route, undergo- 
ing a swift and thorough fangkai [decontrol] of prices so they can float 
according to supply and demand. Deng, Zhao, et al., agreed that wage and 
price reforms should be boldly carried through to the end simultaneously 
(i.e., indexing wages to the cost of living).5 A big problem with wages was 
the inverse relationship between manual and mental labor, but this could 
not be solved for the time being. In any event, restrictions over the price of 
everyday consumer products and nonstaple foods were lifted in May, and 
within the next few years other foods and raw materials would follow suit, 
excepting only such commodities as grain, railway communication, elec- 
tricity, and coal—altogether some 90% of all product prices would very 
shortly be decontrolled. The Politburo resolved to draw up a comprehen- 
sive plan, and beginning on June 2, the Centre] Committee set relevant 
central organs and departments in motion to study implementation of 
price reform over the next five years, in 1989 in particular. 

May and June seem to have marked the heydzy of overall confidence in 
the market mechanism. People's Daily and other leading papers began to 
organize forums on price reform, and academic journals began developing 
the line that central planning, once deemed the sine qua non of true social- 
ism, was an incidental that could be discarded. 


6. Asiaweek, June 24, 1988, pp. 17-20. 
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Yet this halcyon atmosphere proved premature, as price reform—along 
with other innovations, such as decentralization of control over foreign 
exchange transactions—had an immediate and quite devastating impact on 
the urban cost-of-living index. This was not a sudden or even a totally 
unanticipated development, but rather the unexpectedly swift climax to a 
spiraling crisis. Between 1978 and 1987, China’s retail price index rose by 
35.8% (compared to an average annual price increase of only 0.5% be- 
tween 1957—1978), and two-thirds of that increase took place in the last 
three years. This rate did not approach that of the prewar period but Chi- 
nese media described it as the third and longest peak of price increases 
since Liberation, the others being the Korean War and the aftermath of 
the Great Leap Forward. Inflation as shown by the national retail price 
index (bracketing for the moment the question of the accuracy of the offi- 
cial statistics) was 12.5% in 1985, 7% in 1986 and a still manageable 7.2% 
in 1987 (though this was enough to precipitate the first drop in the real 
income of an estimated 21% of urban wage-earners.)' In the first half of 
1988 (before further price reforms were unleashed), there seems to have 
been high industrial growth, an improvement in the economic productivity 
of enterprises, a good harvest of summer crops, and a continuing increase 
in the state's financial revenue, in enterprise profit retention, and in urban 
and rural incomes. But the national retail price index rose 1146 in the first 
quarter. Moreover, as Chinese consumers spend some 50-60% of their 
income on food, it is the food component of the retail price index that 
counts, and in 1987 the price of all food increased 10.1% with the price of 
meat, poultry, and eggs rising 16.5%. In the first quarter of 1988, prices 
for nonstaple foods went up by 24.2%, with a rise of 48.7% in the price of 
fresh vegetables. 

'To some extent, this consequence had been anticipated by the reformers. 
The official projection for inflation for the year was 15%, and the authori- 
ties were prepared to compensate urban residents at this rate, but their 
forecast proved too conservative; prices rose 18% in June and hit 24% in 
the major cities in July; for the year, the index was expected to reach 5046. 

The conservatives were understandably more sensitive than the reform- 
ers to the dysfunctional consequences of price reform. Emboldened by 
Deng’s comment at a bridge game—"At Beidaihe, I won't vouch for any- 
one. If the situation continues to deteriorate, let the [Secretary] General be 
dismissed"—they lost no time in making political capital of the situation. 
Yet because Zhao Ziyang remained steadfast in his determination to press 
ahead, and because the conservatives must have initially also committed 
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themselves to the reforms (however unenthusiestically), the political situa- 
tion in July was ambiguous, as both sides convened the political forums at 
their disposal in support of their respective pcsitions. 

The battle seems to have been joined at the summer meetings at 
Beidaihe. On July 20 Zhao convened a “policy consultation conference” 
where he introduced his Ten Articles as the product of a consensus of 
various working and research organs. These advocated decontrol of 
prices, indexed wage reform, enterprise reform, and the gradual elimina- 
tion of the dual price system. Zhao was taken aback by the critical re- 
sponse. The first issue was the time frame for price reform. Here Beijing's 
high-level think tanks offered three options: general completion in four 
years, general completion in eight years, or partial completion in eight 
years. No one opted for the slowest plan, but there was a cleavage between 
the first two, with Zhao supporting the fast track and Li Peng the slow. 
Li's side won. A second issue was the relationship between inflation and 
money supply. “You always stress tightening the money market, who will 
be responsible if production decreases?" Zhao asked. Li Peng answered: 
“There is nothing wrong with slowing down development. It is now time 
to pour cold water on an overheated economy.” Zhao repeated: “Who 
will be responsible if production decreases? If you can be responsible for 
that, I'm willing to slow down development." Yao Yilin weighed in with 
very sharp criticisms of Zhao's lack of overall planning, his neglect of his 
Party responsibilities in favor of intruding on the State Council's proper 
role in running the economy, and his misguided Ten Articles. Yao made 
an investigation report on the nation's 1987 ccmmodity prices, claiming 
the price rise for the year had been underestimated and in fact approached 
49%. Zhao's “New Order of the Socialist Commodity Economy," under 
which five cities (Beijing, Tianjin, Shanghai, Wuxi, Yantai) were to begin 
transforming themselves into full-fledged market economies, also encoun- 
tered heavy flak. Deng stood aloof and Zhao reportedly threatened to re- 
sign in the face of the unexpected assault. “All of you say that I have 
failed to do my work well. You come and do it. I don't want to do it any 
more." With that, he left the room. The meeting adjourned in discord on 
July 28, and a Politburo meeting scheduled to be held immediately after- 
wards was postponed. Zhao and Hu Qili left for Heilongjiang on an in- 
spection trip. 

At this point, reality intervened in the form of an unexpectedly trau- 
matic social response to escalating inflation. The announcement that the 
leadership remained committed to further price decontrol led to eight days 
of panic: runs on the bank, a spending spree, stockpiling, and unauthor- 
ized price hikes. Between July 25-27, Rmb12.5 million ($3.36 million) 
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was withdrawn from banks in the city of Harbin, for example; in July, 
Harbin's largest department store sold Rmb1.1 million worth of electrical 
appliances, 200 times its monthly average. Worse, consumer panic precip- 
itated capitulation on the part of the fiscal gatekeepers. The July payroll 
for urban staff and workers was Rmb18.1 billion ($4.86 billion), 25.2% 
higher than in July 1987, and growing faster than the estimated 19% over- 
all rise in consumer prices during the 12-month period. Bonuses and sub- 
sidies accounted for most of the increase, jumping 36% in the first seven 
months of 1988 compared to the same period of the previous year. The 
official wage increase understates the actual growth in disposable urban 
personal incomes, because it excludes widespread increases in under-the- 
table payments to workers in the form of “gifts” of food or goods.® 

The bank runs and panic stockpiling were only the most salient manifes- 
tations of what seems to have been a rather widespread disintegration of 
social order. According to statistics for January-April 1988, the general 
crime rate rose, including an increase in major crimes, and there was a 
widespread sense that cadre corruption was increasing. Speculators—usu- 
ally officials of government departments or state-owned enterprises—be- 
gan taking advantage of privileged market access to stockpile commodities 
in high demand and manipulate prices, thereby aggravating market volatil- 
ity. There was also an increase in anomic behavior by non-criminals. A . 
Soccer riot broke out in Sichuan in which 130 people were injured; most of 
the rioters were youths, half were peasants, some unemployed.? The mur- 
der of a student by hoodlums on the Peking University campus in June 
sparked a spontaneous protest march by some 2,000 students to 
Tiananmen Square, comprising the most serious threat to public order 
since December 1986. Swiftly escalating their demands, they formed an 
“Action Committee" and demanded freedom of the press, revision of the 
1987 rules restricting public demonstrations, reform of the NPC electoral 
system, higher budgetary priority for higher education, and an improved 
legal system.!? Unrest broke out again in Tibet. Chinese officials told for- 
eign visitors that there had been 19 strikes recently, the x ux of which 
involved 1,500 workers. 

On August 3, Yao Yilin convened a large and impressive congeries of 
economists from most of the leading think tanks to devise a plan to stabi- 
lize the economy, slow down price reform, tighten monetary controls, and 
check inflation. The State Council duly endorsed the plan, and while it 
affirmed price reform in principle, Li Peng called it “a long-term goal that 


8. FEER, September 22, 1988, pp. 70-71; September 29, pp. 17-18. 
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can only be reached after five years or more of perseverance," predicting 
that “next year will see no radical steps taken in price reform.” The policy 
focus shifted from price reform to measures to bring inflation under con- 
trol, especially by reducing the scope of capital construction, reducing the 
purchasing power of various social groups, crecking down on bureaucratic 
capitalism, and strengthening ideological rectification. This plan was fur- 
ther revised and approved at the 10th Plenum held in Beijing August 
15-17. The role of Zhao Ziyang in economic policy making was substan- 
tially curtailed; Yao Yilin and Li Peng wouid henceforth have primary 
responsibility for economic issues, party affairs would be principally ad- 
ministered by Qiao Shi, Hu Qili would continue to handle culture, propa- 
ganda and ideology. Zhao would remain general secretary and first vice- 
chairman of the Central Military Commission. 

To deal with the question of price reform, still unresolved in principle, 
the Politburo called a central work conference and a full plenum of the 
Central Committee in late September. During these two meetings, and in 
a State Council meeting October 1, an all-round retrenchment of economic 
reform was decided upon, with main efforts to be devoted to consolidation 
of existing reforms over the next two years. At the work conference of the 
Politburo and State Council held in mid-September, Yao Yilin distributed 
a 150-page investigation report, describing in great detail the crisis caused 
by mistakes in recent years. Zhao came under attack from all sides during 
the six-and-a-half hour meeting, and was finally obliged to make a self- 
criticism, which included admission of mistakes leading to an uncontrolled 
economic situation. Zhao again faced criticism during the 3rd Plenum of 
the 13th Central Committee, which was held September 26-October 1 in 
Beijing; that he was not purged was due largely to Deng's forbearance. In 
a speech to the plenum he made clear that “whether China can strengthen 
out its price system in the next five years or more depends on whether 
demand can effectively be brought under control. This is the touchstone 
by which the Party's and Government's leadership ability . . . will be 
tested." The prices of consumer goods would for the time being be 
refrozen, and following the plenum the Politburo held two special meet- 
ings on economic problems presided over by Li Peng and Yao Yilin, re- 
spectively; Zhao made only brief speeches. l 

During this period of crisis, the public mood was one of a cynicism and 
despair that seemed increasingly immune to governmental attempts at rec- 
tification. Political attempts to deal with the situation have gone in two 
directions, perhaps due to continuing divergences of interpretation and 
policy preference at the center. The dominant impulse has been one of 
restriction (shou) and recentralization. As Deng Xiaoping put it (with re- 
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gal bravado) in a leadership meeting September 26: "Since we can dele- 
gate power, we can also retrieve it any time we like.” He underlined the 
importance of the Four Cardinal Principles, especially strengthening party 
leadership—the leadership of the Central Committee in particular. The 
meeting drew up a two-year plan (later approved by the Central Commit- 
tee) stressing heightened state control over the economy and consolidation 
of existing reforms rather than new innovations. There would be an imme- 
diate curtailment of loans to local government and industry for investment 
and expansion, revitalized control over economic planning, and an effort to 
suppress consumer spending. Anticipating a $4.5 billion current account 
deficit for the year on a late surge of imports and at least a mild budget 
deficit, the authorities strove to recapture control of trade and foreign in- 
vestment. Recentralization of investment planning seemed by fall 1988 to 
be impinging on existing contracts between foreign and Chinese compa- 
nies, and in some cases there were even contract cancellations, clouding an 
already doubtful investment climate. In early October the State Council 
issued a sweeping order to reduce investment in industries of all kinds, but 
particularly those that relied on imported raw materials; in 1989 capital 
investment would be cut by Rmb50 billion ($13.5 billion), representing 
12% of the estimated 1988 total. The State Council also decreed that 
party and government agencies employing more than 200 people must cut 
their spending by 20% in the coming year.!! 

The attempt to reassert central political control implied not only strict 
fiscal discipline but a crackdown to enforce “law and order.” Foreign 
trade would at least for the foreseeable future be taken away from China’s 
mushrooming Foreign Trade Corporations (FTCs)—widely rumored to be 
rampant with shady dealings—and monopolized by central governmental 
organs. Finance Minister Wang Bingqian announced that squads of state 
investigators would be sent to every province as part of a four-month cam- 
paign to uncover various types of corruption, and credit abuse at banks 
and financial institutions also was to be investigated. 

Running along quite a different track from these efforts to reassert cen- 
tral discipline—and carefully engineered not to collide with them—has 
been the continuing effort of Zhao Ziyang and his group to maintain a 
sense of continuing reform momentum. Whereas an autopsy of the troub- 
lesome 1984 reform surge and the fruitless effort to pass bankruptcy and 


11. New York Times, October 16, 1988, pp. Al-A6; October 28, p. A4; Wall Street Jour- 
nal, October 10, 1988. In Guangdong province alone, seven joint Chinese-foreign hotel 
projects worth US $54.5 million were cancelled, according to China Daily, and the Fujian 
provincial government announced that not all contracts between Chinese and foreign compa- 
nies would necessarily be honored. 
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property rights legislation in 1986 had led to the conclusion that price 
reform must precede enterprise reform, now circumstances seemed to dic- 
tate a revised opinion. Without bankruptcy or labor mobility, enterprises 
cannot respond rationally to price signals, so enterprise reform should pre- 
cede price reform. If the enterprise is not reformed, price reform will 
merely result in a price hike all along the line, from raw material to fin- 
ished commodity, and the irrational premarket price structure will resur- 
face at a higher level. Zhao calls this the "recycling of price parity." 

To avoid this outcome, Zhao has come to delieve that political reform 
must take higher priority. It is first necessary to restrict the power of the 
government in intervening in enterprises; second, to set up healthy and 
competent democratic supervising organs; and third, to formulate laws 
and regulations to make government more “transparent” and guarantee 
the honesty of officials. In the enterprise, he has begun to push the “‘con- 
tracted profit responsibility system" and to accelerate implementation of 
the joint-stock system, setting up the propertv ownership market to pro- 
mote the efficient utilization of capital. Shenyang Stock Exchange, the na- 
tion's first and largest, has issued nearly $15 million in trades since its 
inception in late 1986, and Shanghai has issued more than $10 million. 
The nation's first mergers and acquisitions market opened in June 1988 in 
Wuhan, offering failing enterprises the option of merger rather than bank- 
ruptcy. The assets of medium and small enterprises will be auctioned off 
to individual managers for operation, and this—together with the sale of 
shares of large enterprises—should provide an appreciable influx of reve- 
nue for depleted government coffers. The pace of housing commercializa- 
tion will be accelerated, relieving the government of that burden. The 
government has quietly started to pursue these solutions on a trial basis in 
selected areas. But inasmuch as these ideas have been floating around for a 
number of years, it is uncertain how successful their promotion will be in 
the current rather frosty climate. 

Meanwhile, Chinese foreign policy achieved a number of noteworthy 
successes, including an improvement of Sino-American relations—as sig- 
naled by the visits of Secretary of State Shultz in July and Defense Secre- 
tary Carlucci in September—despite such minor friction as continuing 
protest (and alleged human rights violations) in Tibet, arms sales to Mid- 
dle Eastern countries who might conceivably threaten Israel,!2 new trade 
legislation limiting Chinese textile imports to a growth rate of 3%-annu- 
ally, and an internationalization of the dispatch of Chinese students 


12. In a rather deft diplomatic coup, China's sales of a battery of (nonnuclear) IRBMs to 
Saudi Arabia resulted in that country's shift of formal diplomatic relations from Taiwan to 
the PRC. i 
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abroad. Relations with the other superpower, the Soviet Union, also im- 
proved notably with the first working visit of the Chinese foreign minister 
to Moscow since 1956 in November and announcement of a 1989 “sum- 
mit” in which Gorbachev will visit Beijing. In the glow of the ongoing 
thaw with its neighbor to the north, Beijing demonstrated tactical flexibil- 
ity with its southern neighbors, on the one hand hosting Indian Prime 
Minister Rajiv Gandhi for the first high-level visit since the 1950s (in mid- 
December, resulting inter alia in setting up a joint committee to study the 
disputed border), and on the other treating the Vietnamese with unrelent- 
ing toughness (as in the mid-March naval clash over the Spratly Islands, in 
which the Chinese sank three Vietnamese frigates). Still, the Vietnamese 
claim to have withdrawn 50,000 troops from Cambodia by the end of the 
year, and they promise to withdraw the rest by early 1990, while the Sovi- 
ets promise to complete their withdrawal from Afghanistan by February 
1989, leaving Sino-Soviet normalization devoid of obstacles. Gorbachev’s 
visit thus brings the prospect of “normalization” into clear focus. The 
mood of Hong Kong democrats remained downcast in the light of publica- 
tion of a draft Basic Law even more conservative than local conservatives 
had anticipated (subsequently revised somewhat), but economic prosperity 
(and economic integration) have proceeded apace despite the accelerating 
emigration of middle-class professionals. Anticipating its next step, Bei- 
jing has successfully courted waxing trade and even investment from Tai- 
wan as well. 

The major lesson of the past year is that reform is an extremely complex 
process in which bold moves are apt to have unintended dysfunctional 
consequences. Price reform and the free market, though a necessary con- 
comitant of the socialist commodity economy China is trying to build, is 
perhaps no less a panacea per se than mobilization of the masses. The 
market has come under some regulation in even the most laissez-faire sys- 
tems, and to the extent that the Chinese remain vexed by the appearance of 
inequality, corruption, or economic volatility, their government is likely to 
be inclined to intervene. The problem is that in making the transition from 
an essentially planned system to one in which “the State regulates the mar- 
ket and the market guides the enterprises”—a transition for which there 
are few if any precedents—the PRC leadership has not yet devised levers 
capable of manipulating the market to do what it wants it to do. The 
answer, it would seem from the admittedly fragmentary evidence of the 
past year, is not in some abrupt “breakthrough” to a market economy, but 
in a gradual tinkering with this steering mechanism until an appropriate 
mixture of market and plan is arrived at. From this perspective it is en- 
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couraging that the new leaders, despite diverging political-economic and 

perhaps even ideological preferences, seem to be quintessential prag- 

matists, prepared in the last analysis to abide by the criterion of economic 

results. Meanwhile Chinese foreign policy, having been calibrated to the 

requirements of economic reform in the early 1980s, seems to be function- 

ing quite effectively without exhibiting the wild short-term cyclical oscilla- 
. tions of the economy. 
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What South Koreans called “the year of p'al-p'al" 
(eighty-eight) in anticipation of the Seoul Olympics turned out to be no 
ordinary year for other reasons as well. They not only successfully staged 
the quadrennial international sports event during 1988, but they exper- 
ienced drastic sociopolitical changes that were fast in pace and broad in 
scope. It was an unusual and unprecedented experiment that was taking 
place without the kind of violence and disruption that usually accompany 
revolutions. The society was changing at the seams as the consciousness 
and expectations of the people underwent a major transformation. In an 
iconoclastic atmosphere of democratization, many of the old values, prac- 
tices, and institutions were discredited and rejected. Old scores had to be 
settled; new demands had to be met. With many things happening 
quickly, the South Koreans were put to an endurance test of how long and 
how well a people could take the challenge and excitement of such breath- 
taking events and developments. 


Politics l 
When the year began, it seemed that with Roh Tae Woo’s assumption of 
the presidency, South Korean politics would return to normalcy after sev- 
eral years of volatility. After all, a peaceful transition of power was ac- 
complished, albeit within the same party, through the process of a 
democratic election. With the two Kims—Kim Dae Jung and Kim Young 
Sam—discredited among the electorate for their failure to form a united 
front against Roh, who had been former President Chun Doo Hwan’s mili- 
tary colleague, the dominance of Roh’s Democratic Justice Party (DJP) in 
South Korean politics seemed assured, at least for the foreseeable future. 
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Democratization was expected to proceed apace, if too slowly in the view 
of many who had fought for the removal from politics of the military leg- 
acy of Chun and Roh. 

But those expectations went completely awry as the voters handed the 
DJP a serious setback in the April 26 parliamentary elections. The party 
failed to secure a majority, winning only 125 seats in the 299-seat National 
Assembly, while Kim Dae Jung’s Party for Peace and Democracy (PPD) 
won 71 seats and became the largest opposition party. With Kim Young 
Sam’s Reunification Democratic Party (RDP) and Kim Jong Pil’s New 
Democratic Republican Party (DRP) securing 59 and 35 seats respec- 
tively, the three opposition parties held a substantial majority of the parlia- 
mentary seats. The unexpected election resuits not only resurrected the 
political life of Kim Dae Jung and Kim Young Sam but also presented 
Kim Jong Pil, whose DRP had been formed out of the defunct Democratic 
Republican Party of the late President Park Chung Hee, with dispropor- 
tionate political influence as he held the balance of power between the gov- 
ernment and the opposition parties of the other two Kims. 

Several explanations can be offered for the DJP’s unexpected electoral 
setback. Perhaps the most critical factor was that Chun Doo Hwan at- 
tempted to retain political influence after stepping down from the presi- 
dency. He wanted to nominate his loyal supperters as DJP candidates for 
the National Assembly seats, and the fact that Chun sought to expand the 
size and functions of the Council of Elder Statesmen, of which the outgo- 
ing president was to be the chairman, contributed to straining the relation- 
ship between him and Roh. This made Roh, the incoming president, opt 
for an April date for the legislative elections, well after his assumption of 
the presidency, rather than some time in February as originally planned, 
which would have been before the transfer of power. It gave the opposi- 
tion parties time to recuperate from the losses of the December presiden- 
tial election and repair the damage done to the image of the two Kims. 
Furthermore, a number of DJP candidates were replaced at the eleventh 
hour with those who were considered more loyal to the new president, but 
who were subsequently defeated. 

Another factor that contributed to the DJP’s electoral defeat was the 
replacement of the two-member district system by a single-member one. 
From the outset the PPD, whose strength was concentrated in southwest- 
ern Cholla Province, advocated the single-member district. By contrast, 
the DJP and RDP, which had their electoral sepport more widely distrib- 
uted throughout the country, preferred multi-member districts. Either as 
a result of miscalculation or overconfidence, both of these parties accepted 
the single-member district system with the result that the PPD and DRP 
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(Kim Jong Pil’s party) won far more seats than warranted by the percent- 
age of votes each received. 

The DJP was at a further disadvantage because of its inability to dissoci- 
ate itself from the Chun government. The bloody 1980 Kwangju uprising 
that took the lives of some 200 people was a wound that would not heal, 
and the recommendations of the Roh-appointed Democratization and 
Reconciliation Council (minhwawi) to reinterpret the incident as a demo- 
cratic struggle instead of a riot and compensate the families of victims, did 
little to soften the resentment of many toward Roh and Chun. Roh him- 
self, as the new president, made the task of removing the Chun legacy from 
his government more difficult by retaining seven of Chun’s ministers in the 
24-member cabinet that he appointed. Most conspicuous among the nu- 
merous scandals of what was known as the “Fifth Republic” period 
(1981-87) was the Saemaul Undong (new village movement) corruption 
case. Former President Chun Doo Hwan’s younger brother, Chun Kyung 
Hwan, was accused of large-scale extortion and embezzlement while he 
was chairman of the movement. His highly publicized arrest and interro- 
gation shortly before the parliamentary elections were only a reminder to 
the electorate that there were many more scandals involving corruption 
and abuse of power that could not be separated from the DJP. 

The implications of the composition of the new Parliament character- 
ized by yóso-yadae (small government party, big opposition) were many 
and significant. The Parliament's rejection in August of Roh Tae Woo's 
nomination of Chung Ki Seung as Supreme Court chief justice, whom the 
opposition parties argued was politically tainted, was only a reminder of its 
new position and power as well as a prelude of what was to come. After a 
political hiatus during the Seoul Olympics in September, the opposition 
parties went to work by invoking the Parliament's investigative powers. 
They made it the first order of business to investigate—and expose—the 
wrongdoings and scandals of the previous regime. 

From October through December, the National Assembly held hearings 
in which the Fifth Republic was accused of irregularities in 44 major cases. 
The issues that received the closest attention were the Kwangju uprising, 
suppression of the press involving forced mergers and closures of newspa- 
pers and television stations as well as the firing of journalists, and the IIhae 
Institute, a $90 million research organization that Chun had intended to 
use as a postretirement base. It was an extraordinary event as the proceed- 
ings were carried live on television. For weeks, viewers were treated to a 
parade of witnesses including former high government officials, military 
leaders, top businessmen, and newspaper owners who were subjected to 
long hours of questioning, grilling, and scolding by the lawmakers. 
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Amid revelations of many and serious cases of wrongdoing by the Chun 
government, including the financial scandals o? his close relatives, the na- 
tion became preoccupied with the “Chun issue"—i.e., what to do with the 
former president. After the Olympics, radical students set aside "reunifi- 
cation" as their major slogan and picked up the arrest and prosecution of 
Chun as their preoccupation and battle cry. For nearly a month in No- 
vember, students and dissidents marched to his house in Yonhi-dong in 
the western part of Seoul, battling police who were guarding the neighbor- 
hood. This put President Roh in a difficult situation, unable to either fully 
protect Chun or allow him to be prosecuted. Shortly after Roh's Southeast 
Asian tour in November, a deal was struck between the Chun and Roh 
camps under which the former would apologize and leave Seoul while the 
latter would appeal for “political amnesty.” 

Thus on November 23, nine months after he surrendered power, Chun 
tearfully addressed the nation, admitting misdeeds under his rule and ask- 
ing for forgiveness. He also declared that he was surrendering to the state 
all of his wealth including his home, which he had purchased 21 years ago, 
and about 14 billion won (US$20 million). Ostensibly, the latter amount 
had been earmarked for the administration of the Council of Elders from 
which Chun had severed all relations in March under public pressure. 
Chun and his wife then went on self-imposed exile to a temple in moun- 
tainous northeastern South Korea near the demilitarized zone. The Ko- 
rean people, actors in and at the same time spectators to the drama, 
watched the tragic fate of a man, once powerful and feared, suddenly 
turned into a humble and humiliated citizen. Some felt sorry for him. 
Others took satisfaction over what they considered deserved mortification. 
Still others, who believed that a simple apology could not undo all his past 
wrongs, remained angry. But all wondered at the damage that can be done 
to a person by power and the spoils that come with it. Chun’s apology and 
President Roh's subsequent public appeal for leniency notwithstanding, 
the opposition parties demanded Chun's appearance as a witness in the 
Kwangju hearings in the National Assembly. À deadlock persisted until 
the end of the year as he refused to comply with the request. 

While the battle line was clearly drawn between the opposition and gov- 
ernment parties on the issue of “Fifth Republic irregularities,” some flexi- 
bility was exhibited by the opposition on budget and appointment matters. 
The 1989 budget passed the National Assembly on December 2 by a vote 
of 210 to 67. Only members of Kim Dae Jung's PPD refused to join the 
temporary coalition. On December 16, the DJP and Kim Jong Pil’s DRP 
joined hands in approving, by a vote of 160 to 133, a new cabinet led by 
Kang Young Hoon, a former soldier, scholar, and diplomat. Under pres- 
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sure to give a fresh image to the cabinet and to strengthen his personal 
political leadership, Roh had carried out a major reshuffle of the govern- 
ment and the party. The reshuffle received mixed reviews, as the opposi- 
tion parties expressed displeasure that the new lineup still included a 
number of “hard-line holdovers” from the Chun period. 

Another outstanding political issue was the promise Roh had made dur- 
ing the presidential campaign that he would ask for voter evaluation of his 
administration after a year or so of his assuming office. Although no spe- 
cifics had been promised, most people understood it to mean a vote of 
confidence by referendum on the Roh government. After much internal 
debate, the DJP indicated that the evaluation would probably take the 
form of a vote in the National Assembly. In that case, the nation may 
witness a more formal alliance emerging between or among parties, most 
probably between the DJP and DRP whose combined strength (160 seats) 
would provide a secure majority in the National Assembly. 

Radical students and dissidents continued to be politically active in 
1988. They opposed the Seoul Olympics on the grounds that it would 
perpetuate the division of the country, and supported cohosting of the 
Games by North and South Korea. In June the students planned a march 
to Panmunjom, ostensibly to have a North-South Korean student meeting 
to discuss the Olympics and reunification. The government, fearing that 
such a meeting would adversely affect the Games, physically blocked the 
march, which the students attempted twice, in June and in August. Each 
time, some 20,000 students joined the effort, representing about 2% of the 
university student population in South Korea. After the Olympics, the 
students concentrated on opposing “American imperialism,” the Chun 
legacy, and the Roh Tae Woo government. Arguing that the United States 
was implicated in the Kwangju massacre and was responsible for the con- 
tinued division of the country, they urged the withdrawal of U.S. troops 
from Korea and assaulted American facilities including cultural centers, 
the embassy grounds, and military and residential compounds. As democ- 
ratization proceeded, however, support for student political activism de- 
clined, both within and outside of the campuses. As the year ended, 
student activists faced a critical choice between greater militancy with the 
risk of further isolation or moderation for the sake of acceptability by fel- 
low students and the rest of society. 

Despite steady progress toward democracy, South Korean politics in 
1988 revealed several weaknesses that were likely to affect future political 
development. Perhaps the most serious was political fragmentation that 
denied a stable majority, either in the parliament or as a support base for 
the president. The society was divided by regions, political orientations, 
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personalities, and past associations. Even with the highly fragmented 
party system, however, progressive ideas and forces had no institutional 
mechanism through which they could be heard and represented. In the 
April parliamentary elections, not a single candidate of the progressive 
parties was elected; all of the seats were won by four basically conservative 
parties and several independents, none of whom could be counted as a 
progressive. In dealing with the fragmented society and politics, President ` 
Roh characteristically let events take their own course until it became 
clear that the president had no alternative but to take action. In 1988 such 
a strategy and style worked for him and for the nation as there probably 
was little the government could do either to promote or hinder the histori- 
cal process. It remained questionable, however, if the same patient, pas- 
sive style would be effective in the months and years to come. 


The Seoul Olympics and 

“Northern Policy” 
When in 1981 Seoul won the right to host the 1988 Summer Olympics, 
President Chun Doo Hwan hoped the Games would help boost his govern- 
ment's legitimacy at home and burnish the country's image abroad. That, 
as it turned out, was a fairly modest set of hopes, for the Olympics, in 
which a-record-breaking 14,000 athletes and officials from 160 countries 
participated, proved to be a much more potent force for change in the 
political and diplomatic life of the nation than anyone could have 
imagined. Internally, the Games played a pivotal role in bringing democ- 
racy to South Korea, if only because intensifying world scrutiny made it 
difficult for the government to deal harshly with those demanding ex- 
panded freedoms. The people, for the most part, felt satisfaction with 
what they thought was proof that the country had arrived among the de- 
veloped nations of the world after much hard work and suffering. Exter- 
nally, the Games have established for South Korea unofficial but 
increasingly lucrative trade ties and expanding contacts with China, the 
Soviet Union, and East Europe. 

Thus, the Olympics provided a timely boost for what the South Korean 
government promoted in the name of the northern policy. In 1988 South 
Korea’s active approach toward the socialist countries, which did not rec- 
ognize the Seoul government, began to show rather dramatic results. The 
Soviet Union and East European nations sent large contingents of athletes 
and officials to Seoul for the Olympics, and they also sent trade and cul- 
tural delegations who were warmly received by the South Koreans. Talks 
on trade and other economic exchanges flourished. Trade offices as well as 
air routes and new shipping and communication lines were opened with 
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the Communist world including the Soviet Union. Major trading compa- 
nies, including the Samsung Group, opened formal liaison offices in cities 
in China, the Soviet Union, and Eastern Europe; and official trade offices 
were exchanged with Hungary and Yugoslavia. Hungary, a member of the 
Warsaw Pact, exchanged ambassadorial-level permanent missions with Se- 
oul with the promise of full diplomatic normalization to follow. Other 
Communist governments were expected to follow suit. 

One key element in South Korea’s northern policy was its relations with : 
the Soviet Union. Economic ties with the USSR lagged far behind those 
with China—in 1988 Soviet trade was expected to be only about one-tenth 
of South Korea estimated $3 billion trade with China. Several factors 
seemed to have enabled Moscow to overcome its traditional reluctance to 
have direct contacts with Seoul. The most important element, needless to 
say, was Mikhail Gorbachev's new emphasis on reform and development 
that prompted him to seek trade and investment wherever they could be 
obtained. By creating better ties with Seoul, the Kremlin hoped to fill 
some of the gap created by the reluctance of capitalist countries, especially 
Japan, to invest in such projects as Siberian development. In the past, 
Moscow felt constrained in its relationship with South Korea because of 
objections by Pyongyang. In recent years, however, North Korea has be- 
come increasingly dependent on the Soviet Union for military hardware as 
well as economic assistance. This development, coupled with the marked 
improvement in Sino-Soviet relations, greatly reduced Pyongyang's lever- 
age in its efforts to keep some diplomatic distance between Moscow and 
Seoul. 

Despite South Korea's extraordinary success in expanding relations 
with the socialist countries, there was not much progress in North-South 
Korean relations. Understandably embarrassed and upset about Seoul's 
hosting of the Olympic Games, and upon failing to get the International 
Olympic Committee to allow it to act as cohost, North Korea chose to stay 
away from the Games altogether. In July, two months before the opening 
of the Olympics, Pyongyang proposed that the North and South hold a 
joint parliamentary session to discuss their differences and the issuing of a 
"non-aggression declaration." Although South Korea was still angered 
with the North for its sabotage in November 1987 of a Korean Air passen- 
ger jet, Seoul accepted the proposal, and representatives of the North Ko- 
rean Supreme People's Assembly and the South Korean National 
Assembly met, both before and after the Olympics. They disagreed on the 
format, agenda, and scope of the interparliamentary meeting, but pros- 
pects for an early joint parliamentary session appeared quite good by thé 
end of the year. 
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Meanwhile, Seoul and Pyongyang continued to exchange other propos- 
als for improving relations. In response to Pyongyang's call for a Wash- 
ington-Seoul-Pyongyang tripartite meeting to discuss military matters and 
the withdrawal of U.S. troops, Seoul proposed North-South Korean dis- 
cussions on a peace agreement, credibility-building measures, and arms re- 
duction. In addition, South Korea showed much eagerness to open 
economic and trade relations with the North, and as a means to encourage 
economic exchanges, the government in Seoul removed restrictions on 
North-South Korean trade, making it possible for South Korean compa- 
nies to engage in direct transactions with North Korea and to import 
North Korean goods. 

‘As South Korea vigorously pursued its northern policy, it was natural 
that the United States would feel uneasy about what it considered Seoul's 
risky flirtation with the Eastern bloc countries, particularly the Soviet 
Union. To allay any doubts in the U.S. about South Korean determination 
to keep the alliance strong, President Roh met President Reagan in Wash- 
ington in October. Roh was visiting New York to address the United Na- 
tions where he proposed a six-nation (the U.S., Soviet Union, China, 
Japan, and the two Koreas) consultative body to deal with peace and se- 
curity in Northeast Asia. 

South Korean officials, particularly those in the Ministry of National 
Defense, assured their U.S. colleagues that they want to maintain the bilat- 
eral security relationship, especially the U.S. troop presence in Korea. But 
the need to modify the terms of security cooperation was recognized by 
both countries. At particular issue were command aspects of the Com- 
bined Forces Command (CFC) under which a U.S. general has operational 
control over all South Korean frontline forces. A security consultative 
meeting (SCM) of the two countries’ defense ministers in June agreed to 
study possible revision of this arrangement that has governed the com- 
mand relationship between the allies since the beginning of the Korean 
War in 1950. As there were conflicting views on the subject in both coun- 
tries—some advocating a radical change involving the complete transfer of 
operational control to Korea and others recommending only marginal ad- 
justments—the actual resolution of this issue was likely to take time. 


The Economy 
South Korea's northern policy would stand on three pillars: stable domes- 
tic politics, satisfactory "southern policy"—i.e., a firm relationship with 
the United States and Japan, and a buoyant economy. The economic pillar 
performed well, exhibiting three consecutive years of double-digit growth. 
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The projected rate of economic growth for 1988 was 12.1%, the highest 
in the world among major economies, bringing the GNP for the year to 
over $156 billion for a per capita income of $3,730. The high growth rate 
in 1988 was largely fueled by expanded domestic consumption and brisk 
facility investments by local businesses. Consumption in the government 
sector registered 10.4% growth over a year ago, partly spurred by 
Olympic-related expenditures. Aided by increased income, the national 
savings rate went up from 36.7% in 1987 to 38.4% for the year. 

Economic growth was also attributed to active trade, which broke the 
$100 billion barrier. Exports grew at a fast rate despite unfavorable inter- 
national economic conditions including the Korean won appreciation 
against the U.S. dollar, wage increases, and deepening trade friction with 
importing countries, particularly the United States. Total exports, which 
were expected to exceed imports by over $11 billion, grew 27% in 1988. 
South Korea’s outstanding foreign debt was to be reduced to $32 billion by 
the end of the year from $35.6 billion a year earlier. South Korea still 
depended on the United States for more than one-third of its total exports, 
but its trade surplus with the United States and deficit with Japan were 
reduced simultaneously. The high price of yen and greater access to the 
Japanese market contributed to a relatively rapid increase in South Ko- 
rea’s exports, substantially reducing its trade deficit with Japan (by $1.3 
billion) during the first eleven months of 1988. 

Rapid economic growth and the resultant monetary expansion contrib- 
uted to a surge in stock prices which rose by some 50% during the year. 
The anticipated opening of South Korean financial markets to the outside 
and increased economic relations with the Soviet Union and East Euro- 
pean countries were also responsible for the rapid rise in stock prices, par- 
ticularly during the last two months of the year. In November, South 
Korea shifted its status to conform to Article 8 of the International Mone- 
tary Fund, which requires deregulation in foreign exchange control and 
free international financial transactions. This and other measures of inter- 
nationalization were expected to give foreign investors greater and easier 
access to the Korean stock market. As South Korea’s current account 
surplus mounted—and with the momentum provided by the Seoul Olym- 
pics—the socialist countries also sought investment as well as credit from 
it. 

Of particular interest to South Korea was possible participation in the 
Soviet Union’s Siberian development project. Moscow, which placed in- 
creasing importance on the development of its Asian regions, remained 
highly solicitous of South Korean involvement. Major South Korean 
firms, including Hyundai, Samsung, Daewoo, and Ssangyong, were re- 
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ported to be seeking collaboration with U.S. and Japanese firms for possi- 
- ble Siberian ventures. 

Accompanying the high rate of economic growth were problems, both 
potential and present. There was continuing economic friction with the 
United States, which pressed for deeper won appreciation against the U.S. 
dollar and threatened protectionist measures. Labor disputes were ex- 
pected to contribute to slowing down the growth rate in 1989. Labor costs 
had increased by more than 15% for two consecutive years and the pros- 
pect was that the trend would accelerate. Coupled with production stop- 
pages, the rising cost of labor—which often exceeded 20% in major 
enterprises—brought some of the large firms such as Daewoo Shipbuilding 
to the brink of insolvency. Inflation, which had been contained under an 
annual rate of 4% for several years until 1987, shot up to 7% in 1988. 

On the whole, however, 1988 was a good year for South Korea, with 
democratization proceeding apace, the Seoul Olympics completed success- 
fully, the diplomatic horizon expanding in an unprecedented way, and eco- 
nomic life markedly improved. South Koreans were looking cautiously, if 
uneasily, toward another period of advancement and change in 1989. 





NORTH KOREA IN 1988 
The Fortieth Anniversary 


B. C. Koh 





On September 9, 1988, the Democratic People’s Re- 
public of Korea (DPRK) celebrated its fortieth anniversary. The occasion 
also marked the fortieth anniversary of Kim Il Sung's presidency—a new 
world record for longevity of rule outside of a monarchy. What Kim had 
accomplished during the four decades was impressive indeed. At the per- 
sonal level, he had not only consolidated his power beyond challenge but 
also placed a personal stamp on North Korean society, imbuing it with his 
own brand of political ideology, chuch’e sasang (the thought of self-reli- 
ance) and propagating a cult of personality without parallel. He had also 
laid the groundwork for hereditary succession, a first in a socialist country. 

At the societal level, however, his record was mixed. Although he had 
presided over the forced-draft modernization of the North Korean econ- 
omy—transforming a backward, war-shattered country into one adorned 
with heavy industrial complexes and showcase buildings and monu- 
ments—he had a long way to go before "satisfactorily solving the problem 
of feeding, clothing, and housing the people."! The economy was bedev- 
iled by a chronic shortage of energy and raw materials, inefficient and in- 
adequate transportation networks, poor management, a shortage of 
technical expertise, and an inability to generate sufficient foreign exchange 
earnings. Add to the above the setbacks North Korea suffered in the 
world arena in 1988, notably the adverse publicity and diplomatic sanc- 
tions generated by its suspected involvement in the midair explosion of a 
Korean Air jetliner in November 1987 that claimed 115 lives, and the suc- 
cessful hosting of the 24th Summer Olympic Games by South Korea. 
Against this backdrop, the celebrations in North Korea in September 1988 
had a somewhat hollow ring. 


——— B. C. Koh is Professor of Political Science at the University of 
Illinois at Chicago Circle. 
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1. See Kim Il Sung's New Year message in Nodong sinmun, January 1, 1988. 
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200-Day Battles 


The approach North Korea employed to overcome its economic woes was 
strikingly familiar: whip up mass enthusiasm and exhort workers to re- 
double their efforts by emulating heroes. Reminiscent of the Ch’ollima 
(Flying Horse) movement, it bore no resemblance to the policies of kaifang 
(openness) and perestroika pursued by China and the Soviet Union. 

In February the Politburo of the Workers’ Party of Korea (WPK) or- 
dered the launching of a “200-day battle” to step up economic construc- 
tion in preparation for the DPRK’s fortieth anniversary. Relying heavily 
on political indoctrination, complete with 200 slogans, the battle was 
waged to expedite the completion of priority projects: building or ex- 
panding electric power stations, coal mines, steel and iron complexes (no- 
tably Kim Chaek Ironworks), nonferrous metal complexes, and chemical 
industrial complexes (notably Sunchon Vinalon Complex); building 
Kwangbok Street in Pyongyang, reputed to be the largest construction 
project in North Korean history; electrifying and expanding the railroads; 
and carrying out “four technical revolutions” in agriculture (irrigation, 
electrification, mechanization, and increasing the use of chemical fertiliz- 
ers). 

Rallies were held throughout the country, and propaganda and agitation 
activities by party cadres escalated. The people were told that as partici- 
pants in a “glorious task of demonstrating the great might of chuch’e Ko- 
rea," they should emulate the “spirit and style of anti-Japanese 
revolutionaries who believed that they did not even have the right to die 
before first fulfilling the order of their respected commander [Kim Il 
Sung]."? Indicative of the seriousness of insufficient resources were re- 
peated admonitions to “produce more [goods] with less [raw materials]" 
and to be "self-reliant like revolutionary heroes" in solving the problem of 
scarce raw materials.? 

Calling the results of the campaign a “great success" in September, 
Pyongyang promptly launched a second 200-day battle. Fragmentary evi- 
dence of success, however, was eclipsed by unmistakable signs of difficulty, 
of which the most telling was North Korea's continuing inability to service 
its foreign debt. Negotiations between North Korea and two syndicates of 
Western banks over North Korean debts of about $900 million broke 
down in July. Under one proposal, *North Korea would service all the 
loans for a period of three years—paying interest at a fixed rate and repay- 
ing US$270 million (30%) of the principal—and would then be forgiven 


2. See, for example, the Nodong sinmun editorial, ““Moduda 200-il chont'u sungni rul 
wihan ch’oehu tolgyokjon ul pollija," August 24, 1988. 
3. Editorials in ibid., March 25, and June 18, 1988. 
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all remaining obligations on the debt.” The scheme collapsed when North 
Korea, after initially accepting it, “proposed that the US$270 million 
should be paid in installments towards the end of the three-year period." 
The North Korean debt to Japanese companies, estimated at about 50 bil- 
lion yen (about $400 million), has not been serviced since 1983. In recent 
years 9096 of North Korea's trade with Japan has been conducted with 
firms owned by Korean residents of Japan loyal to the DPRK.5 In Octo- 
ber it was reported.that Austria would soon close its embassy in Pyong- 
yang over the debt issue and that Sweden might follow in its footsteps. 
North Korea owes $130 million to Swedish firms.$ 

That all was not going well on the economic front was confirmed by 
Mikhail Vanichev, Minister of Machinery Industries of the Soviet Union, 
who was quoted by Radio Moscow on September 25 as saying that a host 
of problems plagued the North Korean economy: lack of managerial au- 
tonomy in enterprises, which was hampering various joint venture projects 
between the Soviet Union and North Korea; the shoddy quality of various 
machinery and machine tools; and shortages of food, bousing, and con- 
sumer goods. But the Soviet Union continued to be Pyongyang’s number 
one source of economic and technical assistance. Radio Moscow revealed 
that the project to expand Kim Chaek Ironworks was heavily dependent 
on Soviet aid, with about seventy Soviet plants providing machinery and 
equipment and hundreds of Soviet technicians and engineers working on 
the scene. The Soviets were also helping North Koreans build Kwangbok 
Street, which involves the construction of 260 buildings in an area cover- 
ing 3.3 million square meters. 


The Political Scene 
In the political arena the biggest story, of course, was the DPRK anniver- 
sary celebration. Other noteworthy developments included the intensifica- 
tion of political indoctrination, frequent cabinet reshuffles, and the 
continued buildup of Kim Il Sung's son and heir apparent, Kim Jong Il. 
As noted, political indoctrination was used as a means of mobilizing and 
motivating the people to work harder. Emblematic of this was the slogan, 


4. Anthony Rowley, "Default on Time: North Korean debt scheme delayed yet again," 
Far Eastern Economic Review, July 14, 1988, p. 81. 

5. In 1987 North Korea enjoyed a surplus of 4.1 billion yen (about $31 million) in its trade 
with Japan, importing goods worth 30.8 billion yen ($228 million), while exporting goods 
valued at 34.9 billion yen ($259 million). Asahi shimbun, international satellite edition, Sep- 
tember 16, 1988. 

6. Ibid., October 10, 1988. 

7. North Korean News, no. 445, October 10, 1988, pp. 4—5. 
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“let us all live and struggle like heroes," coined by Kim Jong Il. A na- 
tional meeting of heroes, held in Pyongyang September 2-4, also reflected 
this concern, as did a national rally of youth and students held in the capi- 
tal's Kim Il Sung Square on September 20. 

Frequent changes in the structure and personnel of government seemed 
to be related to economic problems, for nearly all of the affected agencies 
were in the economic field. Most noteworthy was the replacement in De- 
cember of Yi Kün-mo as premier of the Administration Council by Yón 
Hyóng-muk. A full-member and secretary of the WPK Politburo, Yön, 
63, is an expert on metallurgy. Although Yi's "poor health" was cited as 
the reason for the change, observers suspected that economic problems 
may have been a key factor. Yi, who had held the post for two years, was 
known to be Kim Jong Il's “right-hand man.” Also notable was the re- 
placement in February of O Küng-nyól as chief of the General Staff of the 
Korean People's Army by Ch'oe Kwang. The 57-year-old O Küng-nyól, 
who had served in the post since 1979, was also known as one of Kim Jong 
Is closest allies. He not only lost his job but, like Yi Kün-mo, was 
dropped from the WPK Politburo as well. Ch'oe Kwang, 72, was a com- 
rade-in-arms of Kim Il Sung during World War II in Manchuria, and he 
had previously served as chief of staff from 1963 to 1969. Another unusual 
personnel action was the appointment of former Premier Kang Sóng-san 
as party chief of North Hamgyong province. Kang, 56, is also closely 
identified with Kim Jong Il. 

‘All this helped fuel the speculation that Kim Jong Il's influence may be 
waning. But his continuing prominence in North Korea, notably his fre- 
quent on-the-spot guidance, his leadership of the stepped-up ideological 
indoctrination campaign, and the introduction of a “Kim Jong Il flower,” 
lent little support to such an interpretation. Kim Jong Il became only the 
second person in North Korea to have a flower named after him, the other 
being his father. 

Another former comrade-in-arms of Kim Il Sung, meanwhile, passed 
from the scene. Im Ch’un-ch’u, vice-president of the DPRK and a full 
member of the WPK Politburo, died in April at the age of 76. Occurring 
only 12 days after Kim Il Sung's 76th birthday, Im’s death must have 
served as a grim reminder of Kim's own mortality. 


Inter-Korean Relations 
In his New Year message President Kim Il Sung proposed the convening 
of a joint meeting of the authorities, representatives of political parties and 
social organizations, and other leaders of North and South Korea to dis- 
cuss such issues as stopping all large-scale military exercises including the 
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U.S.-South Korea “Team Spirit" joint exercise, preparing for a multina- 
tional conference on arms reduction, cohosting the games of the 24th 
Olympiad, and ceasing mutual vilification. Within two weeks North Ko- 
rea held a “joint” meeting of its own, with members of the DPRK Central 
People's Committee and the Administration Council and leaders of the 
various political parties and social organizations in attendance. The meet- 
ing adopted the text of a letter to be sent to the group's counterparts in the 
South, and set up a 15-member preparatory committee for the North- 
South joint meeting headed by Ho Tam, member of the WPK Politburo 
and chairman of the Committee for the Peaceful Reunification of the Fa- 
therland. 

All of this proved to be a futile gesture, for on January 15, two days 
after the meeting in Pyongyang, a dramatic event unfolded in Seoul: in a 
nationally broadcast news conference a 25-year-old woman, Kim Hyon- 
hui, confessed that she was a North Korean agent and had planted a bomb 
on the (South) Korean Air Lines plane that exploded in midair near 
Burma in November 1987, killing 115 people. She said that she and an 
accomplice, who died after swallowing poison, boarded the plane in Bagh- 
dad, Iraq, on November 29; planted a time bomb hidden in a liquor bottle 
and a detonator concealed in a portable radio; and disembarked in Abu 
Dhabi. North Korea promptly denied any responsibility for the bombing 
incident, calling it a “self-enacted drama” concocted by the “South Ko- 
rean ruling clique” to perpetuate its military rule. South Korea, however, 
threatened to take retaliatory measures against North Korea, and both the 
United States and Japan imposed sanctions on Pyongyang. The United 
States added North Korea to the list of "terrorist states" and rescinded an 
earlier decision to allow limited contacts between its diplomats and North 
Korean officials. Two countries, St. Vincent and the Grenadines and Fiji, 
severed diplomatic relations with North Korea. 

In April, however, there were hints that secret contacts were underway 
between the new government of President Roh Tae Woo in Seoul and 
North Korea. In June Roh’s prime minister, Lee Hyun Jae, sent a 
message to his counterpart in the North proposing high-level talks between 
the two sides; Pyongyang refused to accept the message, however, and it 
was broadcast over the radio. Then on July 7 Roh unveiled a new policy 
toward Pyongyang that was more conciliatory than anything his predeces- 
sors had ever offered. In essence, Roh pledged to cease not only hostile 
behavior toward the North but also diplomatic competition with it, and to 
cooperate with Pyongyang in its efforts to improve ties with the United 
States and Japan. Roh also gave the green light to visits to North Korea 
by overseas Koreans, and he proposed that the two sides dismantle the 
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barrier that divides them and implement exchanges in all fields as members 
of a single community. 

Pyongyang initially dismissed the Roh declaration as a rehash of old 
ideas that had been put forth by his predecessor under instructions from 
Washington, arguing that it failed to deal with the fundamental issues and 
did not contain a single word about the three principles of reunification 
embodied in the July 4, 1972, North-South joint statement (independence, 
peace, and national unity). Subsequently, however, it showed a willingness 
to enter into negotiations with Seoul. As a result, preliminary contacts for 
parliamentary talks were resuscitated. By mid-November, however, the 
only thing the two sides had agreed on was the format for full-fledged 
talks: while the opening and closing ceremonies would be attended by the 
entire membership of both parliaments; which total nearly a thousand, the 
substantive negótiations would be conducted by teams of 50 from each 
side. An attempt to iron out disagreement over the agenda for the talks 
was expected to be made in mid-December. 

Meanwhile, on October 4 President Roh Tae Woo indicated a willing- 
ness to go to Pyongyang to discuss with President Kim Il Sung any issue 
relating to reunification. Ten days later North Korea issued a statement 
setting conditions for such a visit: Seoul musi first repeal its national se- 
curity law, which labels North Korea a hostile country, and the agenda 
must include the adoption of a nonaggressior declaration as well as the 
establishment of a “Peaceful Reunification Committee" to realize a con- 
federal republic. 

In a speech to the U.N. General Assembly on October 18, Roh called 
for a six-nation conference on Korea (the two Koreas, the U.S., the Soviet 
Union, China, and Japan) to seek ways of creating “an international envi- 
ronment more conducive to peace in Korea and reunification of the penin- 
sula." Roh's speech marked the first time that a president of the Republic 
of Korea had addressed the General Assembly. Pursuant to a compromise 
agreement by U.N. members, North Korea had its turn the following day. 
In a symbolic rebuff to Roh, DPRK First Deputy Foreign Minister Kang 
Sok Tu, addressing the Assembly, reiterated the proposal for the establish- 
ment of the Democratic Confederal Republic of Koryo first unveiled by 
Kim Il Sung in 1980. 


Foreign Relations 
A large number of foreign dignitaries visited North Korea in 1988, includ- 
ing ten heads of state, of whom six came to attend the festivities marking 
the fortieth anniversary. In June President Kim Il Sung visited Mongolia. 
Kim had previously visited there in July 1956, and Mongolian President 
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Jambyn Batmonh visited North Korea in November 1986. On his way 
home by special train, Kim stopped over in Khabarovsk in Siberia and 
held talks with Soviet First Deputy Premier K. Murakovsky and other 
officials. 

Although North Korea’s relations with the Soviet Union and China re- 
mained close, it could not have been pleased with their decision to partici- 
pate in the Seoul Olympics, nor that Seoul, pursuant to its “northern 
policy,” assiduously sought economic and other contacts with all socialist 
countries and achieved impressive results. The value of trade between 
Seoul and Beijing was expected to surpass $2 billion in 1988. In a speech 
at the Siberian city of Krasnoyarsk on September 16, General Secretary 
Mikhail Gorbachev indicated that the Soviet Union was willing to estab- 
lish economic relations with South Korea. In October Valdimir Golanov, 
deputy chairman of the Soviet Chamber of Commerce and Industry, vis- 
ited South Korea at the invitation of Lee Sun-ki, president of the Korea 
Trade Promotion Corporation. The two agreed in principle to exchange 
trade missions. Moscow, however, signaled its intention to maintain 
strong ties with Pyongyang by announcing in October that Gorbachev 
would soon visit North Korea. During the fortieth anniversary celebra- 
tion, the Soviet Union was represented by Viktor Chebrikov, chairman of 
the Committee on State Security (KGB), while China was represented by 
President Yang Shangkun. 

Although, as noted, North Korea lost two diplomatic partners in the 
aftermath of the Korean Air Lines incident, it gained a new one: in Octo- 
ber North Korea and Colombia agreed to establish full diplomatic rela- 
tions. However, there was a possibility that North Korea might sever 
relations with Hungary in retaliation for the latter's exchange of perma- 
nent missions with South Korea. 

In sum, 1988 was a difficult year for North Korea in more ways than 
one. It made herculean efforts to surmount economic difficulties at home 
without succumbing to the tide of change sweeping its northern neighbors, 
and it faced both overtures and a challenge from an increasingly prosper- 
ous and self-confident South Korea. 





MONGOLIA IN 1988 


Year of Renewal 


Alan J. K. Sanders 








Summing up the achievements of Mongolia’s program 
of political and economic renewal in its first full year of implementation, 
President Jambyn Batmonh, the ruling Mongolian People’s Revolutionary 
Party (MPRP) general secretary, claimed that basically it was proceeding 
successfully. “However, it is only in the initial phase, and the results so far 
are not that tangible,” Batmonh said. Besides the economy, the current 
reforms embraced ideology, education, and morality, in short, all spheres 
of public life. “But for the moment it seems that we are talking in the new 
way but still working in the old way. Therefore we must begin renewal 
and restructuring with ourselves, and give up old-fashioned thinking and 
obsolete methods.”! “Today we have quite a lot of problems,” Batmonh 
also said. "It would be a serious delusion to imagine that restructuring 
will take place by itself according to our wishes and everything will turn 
out for the best.’ 


Political Developments 


Openness about the Tsedenbal era. Aspects of il tod, the Mongolian 
equivalent of Mikhail Gorbachev’s glasnost and considered to be an impor- 
tant element of renewal, were touched upon by Bandzragchiyn Lamjav, a 
member of the party Politburo and chairman of the party Control Com- 


— Alan J. K. Sanders is Editor of the British Broadcasting 
Corporation's Summary of World Broadcasts (Part 1, USSR), and writes on Mongolian 
affairs. 
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mittee, in the set-piece speech for the July revolution anniversary. “It is 
obvious that without ensuring openness it will be impossible to develop 
democracy," Lamjav declared. "The broadening of the framework of de- 
mocracy and openness is the main way of eliminating bureaucracy and 
inflexibility in their various forms. The machinery of bureaucracy . . . is 
socialism's chief internal enemy." Lamjav also had to admit that while 
“we talk quite a lot about changing the thinking and the style of work, all 
the same there have not been any noticeable changes for the better yet.”? 

There had indeed been quite a lot of talk about openness since early in 
the year. But one particular exponent, Kinayatyn Dzardyhan, head of a 
department at the Institute of Social Sciences of the MPRP Central Com- 
mittee, warned that there was "still quite a big gulf" between talk and 
reality. He was quite forthright in blaming "stagnation" in the Mongolian 
economy on a “dogmatic interpretation of socialism based on oversimplifi- 
cation," which he said had aggravated social problems in the period from 
the 1950s to the 1980s when Mongolia (under Yumjaagiyn Tsedenbal's 
leadership) had gradually been overwhelmed by “bureaucratic central- 
ism." During a round-table discussion with Mongolian social scientists 
and historians serialized in the party journal, Dzardyhan said that the 
Central Committee's report to the 15th MPRP Congress in 1966 (deliv- 
ered by Tsedenbal) had claimed that Mongolia would take another fifteen 
years to complete the transition from predominantly agricultural to a 
predominantly industrial country. Thus, the transition should have been 
completed by the end of the 1970s, Dzardyhan said, but the “material and 
technical base" for this was patently still lacking.* 

Central Committee Secretary Tserenpiliyn Balhaajav commented in 
Pravda: “In Mongolia the 1960s and 1970s should have been a period of 
consolidation . . . but they put the cart before the horse. They rushed to 
the conclusion that the [period of the] completion of the building of social- 
ism had already begun."? Dr Minis, first deputy director of the Institute 
of Social Sciences who also participated in the round table, complained 
that the official party history (published while Tsedenbal was general sec- 
retary) had been curtailed without justification and limited to the activities 
of “a few individuals." Party documents had been published in abbrevi- 
ated or truncated form, which he described as "distortion of history": 
“The spread of secretiveness with regard to historical documents and the 
growth of closed archives and documents has had a negative effect on re- 
search. The super-secrecy of documents bas obliged historians to pass 


3. Unen, July 11, 1988. 
4. Namyn Am'dral, nos. 3 and 4, 1988. 
5. Pravda, May 10, 1988. 
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over many events in silence. .. . Today we have almost no idea which stage 
of building socialism Mongolia has reached."'6 


Elections and appointments. The philosopher Dashdavaa raised another 
sensitive subject in the course of the round table—Mongolian election 
practices. Mongolia’s leaders were saying that the practice of the work 
force electing low-level factory officials was gaining in popularity, but 
Dashdavaa drew attention to the fact that the law on election of deputies 
to hurals or local government assemblies had remained essentially un- 
changed since 1949: “All the voter has to do is to raise his hand for the . 
only candidate.” It was time to “experiment with a system of nominating 
several candidates," he said. “The nation itself must propose and elect its 
leaders.” The party and government newspaper Unen recommended the 
nomination of more workers, herdsmen, voluntary activists in social orga- 
nizations, and veterans in the election of deputies, and wrote: “A deputy 
need not necessarily be a member of the party. If the Aurals truly repre- 
sent the people, then the deputies need not belong to the party.” 

Some changes were made in December 1987 to the membership of the 
Presidium of the People’s Great Hural. Tserendashiyn Namsray, member 
of the party Politburo and secretary of the Central Committee, was pro- 
moted from member to deputy chairman of the Presidium (vice-president), 
replacing Jagvaral who had died in September 1987; and Lhamsurengiyn 
Lantuu, who had just been made first secretery of the Ulan Bator City 
Party Committee (succeeding Altangerel), and Luvsangombyn 
Molomjamts, head of the Central Committee’s administrative organs de- 
partment—in charge of military and security affairs—were elected mem- 
bers of the Presidium. 

There was a further series of interlinked appointments in May and June 
when Sodnombaljiryn Budragchaa, Mongolian Procurator General, was 
appointed a first deputy Minister of Public Security; Lieutenant General 
Jugderiyn Baljinnyam, head of the Army Political Directorate was ap- 
pointed Procurator General; and Major General Sambuunyamyn 
Vanchindorj, deputy head of the administrative organs department, was 
made head of the Army Political Directorate. 


Foreign Relations 
After dominating Mongolian diplomacy for some 25 years, Foreign Minis- 
ter Mangalyn Dugersuren, 66, stepped down at the end of June. He had 
served as deputy minister at various times in the 1950s and 1960s and 
twice as minister, 1963-68 and since August 1976. Between these two 


6. ‘Novosti Mongolii, April 5, 1988. 
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terms he was permanent representative to the United Nations in New 
York and Geneva. The new Foreign Minister, 56-year-old Tserenpiliyn 
Gombosuren, had served as deputy minister in the early 1980s and then 
transferred to the party Central Committee’s international relations de- 
partment. At the 19th Party Congress in 1986 he was elected to candidate 
membership of the Central Committee. One of Gombosuren’s first jobs 
was to supervise arrangements for the state visit to Mongolia of North 
Korean President Kim Il Sung in July. Kim and his entourage arrived in 
Ulan Bator by train via Siberia and had talks with President Batmonh and 
other Mongolian leaders. They agreed to establish an intergovernmental 
consultative commission on economic, scientific, and technical coopera- 
tion. 

Other official visitors to Mongolia during the year included Romania’s 
President Nicolae Ceausescu (April), General Secretary Milos Jakes of 
Czechoslovakia (May), and General Secretary Kaysone Phomvihan of 
Laos (September). President Mengistu of Ethiopia signed a treaty of 
friendship and cooperation with Mongolia in November 1987, and an in- 
tergovernmental agreement on scientific and technical cooperation was 
signed during the visit by President Venkataraman of India in July. Mean- 
while, President Batmonh paid official visits to Warsaw and Berlin in Oc- 
tober. 

Soviet Ambassador Konstantin Fomichenko was replaced in May at the 
end of a three-year term by Vasiliy Sitnikov, who has spent his whole 
working life in Siberia, most recently as First Secretary of the Irkutsk 
Oblast Party Committee. Another routine rotation occurred in September 
when Mongolia appointed Yondongiyn Ochir ambassador to China. 
Ochir had just completed four years as Mongolia’s ambassador to Czecho- 
slovakia; before that he had served for many years as Minister of Foreign 
Trade. The chairman of the Great People’s Hural, Lodongiyn Rinchin, 
headed the first Mongolian parliamentary delegation to visit China in 28 
years, and was received by President Yang Shangkun who called for fur- 
ther development of relations in the fields of economics, science and tech- 
nology, and transport. Rinchin, a former Foreign Affairs minister, 
concurrently was head of the international department of the MPRP Cen- 
tral Committee, but there were no interparty relations between Mongolia 
and China. 


Asia-Pacific security. Mongolia’s foreign policy propaganda focused on 
the theme of peace and security in the Asia-Pacific region. The role of 
youth and student organizations in achieving this objective was discussed 
in Ulan Bator in June at a conference attended by delegates from the 
USSR and other countries of the region as well as the communist Interna- 
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tional Union of Students. The resolutions adonted by the conference re- 
peated well-known Soviet propaganda themes. The state and prospects of 
the Asia-Pacific region were also discussed at the Mongol-American Bilat- 
eral Conference in Ulan Bator in the same month. The leader of the U.S. 
delegation, Professor Robert Scalapino of the University of California, was 
reported in the Mongolian media as saying that some differences of opin- 
ion had emerged at the conference, but this was natural. “Americans and 
Mongols are at the beginning of a long road. We are just trying to get to 
know one another.” The Mongolian representatives, who included For- 
eign Ministry officials as well as members of the Academy of Sciences, 
remarked that the conclusions reached by the two sides “did not always 
coincide".7 

A Mongolian-British round-table conference in Ulan Bator in Septem- 
ber 1987, building on 25 years of diplomatic relations between the two 
countries, discussed exchanges in the economic and academic fields and 
prepared the way for visits by London Chamber of Commerce delegations 
at the end of the year and again in 1988. There was a modest increase in 
trade, and the Mongolian side showed particular interest in British bio- 
technology and renewable energy projects. Meanwhile, Mongolian Televi- 
sion began broadcasting the British Broadcasting Corporation's English- 
language teaching series, “Follow Me.” The fifth International Congress 
of Mongolists was held, attended by Mongolia studies specialists from 
many countries, including China. The Congress founded the International 
Association of Mongolian Studies. 


Economic Developments 
The reform of economic management had begun in earnest by the end of 
1987 with the separation of food industry plants from other light industry 
enterprises and their incorporation in a new Ministry of Agriculture and 
Food Industry. It and the new Ministry of Light Industry were headed by 
deputy chairmen of the Council of Ministers (vice-premiers), emphasizing 
the key role of these sectors in the economy. At the same time, the Minis- 
try of Fuel and Power Industry and the Ministry of Geology and Mining 
Industry were combined into a new Ministry of Fower, Mining and Geol- 
‘ogy. Growing concern about the environment was reflected in the simulta- 
‘neous creation of a new Ministry for Protection of Nature and the 
Environment, combining the forestry and hunting division of the now 
abolished Ministry of Forestry and Woodworking Industry, the land and 
water protection service of the former Ministry of Agriculture, and the 


7. Novosti Mongolii, June 17, 1988; Unen June 10, 12, 1988. 
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hydrometerological service. Pollution of Lake Hovsgol, severe atmos- 
pheric pollution in industrial cities, and the constant erosion of the coun- 
tryside by vehicle tracks were giving rise to some alarm. Meanwhile, 
reorganization of the foreign trade structure led to the abolition of the 
Ministry of Foreign Trade, the State Committee for Foreign Economic 
Relations, and the State Committee for Material and Technical Supply and 
the establishment of a single Ministry of Foreign Economic Relations and 
Supply. 

The next stage of the reform took place in January 1988, when the old 
State Planning Commission and the State Committees for Labour and So- 
cial Security and for Prices and Standards were abolished and replaced by 
a new State Planning and Economic Committee. The draft Law on the 
State Enterprise, published at the end of April, was the subject of broad 
public disucssion with many amendments and additions being prospoed in 
letters to the press. Commenting on the draft in August, Unen said that it 
was not specific enough and contained too many formulations in the old 
“administrative command style” which were not in keeping with the times. 
“In polishing the draft attempts have been made to adjust only one part of 
a whole problem, when this important document requires basic reworking. 
What is needed is a law on branch management of the national econ- 
omy."8 Í 

During 1988 there were several complaints about the failure of scientific 
research to deliver new ideas for application in the economy. Central 
Committee Secretary Balhaajav, in the Academy of Sciences journal Shin- 
jleh Uhaan Amdral, spoke of science “marching not before but behind pro- 
duction.” One consequence of this dissatisfaction was the sacking in July 
of the two vice-presidents of the Academy: the historian, Natsagdorj, and 
geographer, Tsegmid, were replaced by the chemist, Badgaa, and the law- 
yer, Norovsambuu. As part of the general ministerial reorganization at 
the turn of the year, the State Committee for Higher and Special Secon- 
dary Education was abolished and the administration of higher education 
taken over in January by the renamed State Committee for Science, Tech- 
nology and Higher Education, chaired by Monhdorjiyn Dash. 

An important national economic conference was held in Ulan Bator in 
June. Demchigiyn Molomjamts, Politburo member and Central Commit- 
tee secretary in charge of economic affairs, said that the current economic 
reform was “not a temporary measure but an historic process” with five 
main aims: acceleration of development, application of science and tech- 
nology to production, reform of management and planning, greater inde- 


8. Noted in Pravda, August 15, 1988. 


52 ASIAN SURVEY, VOL. XXIX, NO. 1, JANUARY 1989 


pendence of enterprises, and a balance of the interests of society, the 
collective, and the individual. The reorganization of ministries had cut 
over 3,000 administrative posts in two years and saved 20 million tugriks. 
There had also been a reduction in consumption of materials following the 
introduction in 1988 of pay scales dependent on enterprise revenue in the 
light and food industries, internal trade, and supply. Some 480 coopera- 
tives had been set up to make consumer goods and provide services, and 
there had been an increase in family and coilective contracting in the 
herdsmen's associations, Molomjamts noted. On wages, Molomjamts said 
that it was “no secret" that the principle of distribution according to labor 
could not be fully. realized “because the present wage system is not closely 
linked with the final results and quality of work".? 

Addressing the 44th session of the Council of Mutual Economic Aid 
(Comecon), held at heads of government level in July, Dumaagiyn 
Sodnom called for greater price flexibility in trade, wider application of 
supplements and rebates, use of national currencies in settlements, the co- 
ordination of exchange rates, and convertibility into transfer rubles on the 
basis of realistic exchange rates. World trade trends were increasingly un- 
favorable to Mongolia and the price of Mongoiia's imports of machinery 
and equipment continued to rise, he said, while over the past two years an 
extremely difficult situation had developed in livestock raising, Mongolia's 
main economic sector, and it had proved impossible to achieve the planned 
volumes of livestock products.!° Following a large increase in “unproduc- 
tive losses"—over one million head of adult stock were lost in the winter- 
spring period—the number of surviving newborn stock by mid-1988 
reached only 8.4 million, marking another year of decline. 


Conclusion 
Mongolia's leaders were adopting more flexible end pragmatic solutions to 
the country's chronic social and economic problems, particularly in hous- 
ing and food supply. Yet, as a result of continuing inefficiency a real up- 
turn seemed as far as ever from their grasp. The reshuffling of ministries 
and state committees produced a new structure of economic management, 
but the same people remained in charge. Meanwhile the cost of imports 
was rising and the revenue from exports declining. Following Secretary 
Gorbachev's demands for stringency in the economy and greater efficiency 
in international trade and aid, the growth of Mongolia's trade with the 


9. "On progress in carrying out economic reform and its further activation," Unen, June 
24, 1988. 
10. Novosti Mongolii, July 8, 1988. 
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Soviet Union, its biggest trading partner, appeared to be leveling off. 
Trade with China in traditional items of exchange was picking up, but 
Mongolian light industry products were making no headway in the inter- 
national market. With Moscow’s implicit consent, Mongolia was broaden- 
ing its contacts with the nonsocialist world, especially Western Europe. 
Although hampered by the shortage of hard currency, the search had be- 
gun for advanced technology that could help the country quickly over- 
come the “stagnation” of the Tsedenbal years. Mongolia remained firm in 
its military-political alliance with Moscow, while at the same time adopt- 
ing a more mature and outgoing approach than hitherto in foreign affairs. 

Reflecting socioeconomic realities, the policy of "openness" was acting 
at home as a safety valve through the party-controlled media, but nonethe- 
less a public debate was gradually developing over a broader range of is- 
sues—multicandidate elections, the reevaluation of the post-revolutionary 
history, the development of cooperative and private employment—which 
could eventually lead Mongolia toward democracy. A new spirit was 
abroad. The care and repair of the fragile natural environment, however, 
remained one of Mongolia's most intractable problems. Important as it 
was to the physical and spiritual well being of the people, the enormous 
cost of making good the decades of damage and neglect suffered by the 
countryside and its many historical monuments seemed unlikely to be met 
without the help of international agencies. 





TAIWAN IN 1988 
No More Bandits 


James D. Seymour 





After four decades of political continuity, 1988 saw 
astonishing changes in Taiwan. The year began with the death of Presi- 
dent Chiang Ching-kuo, whose family had presided over the Republic of 
China (ROC) since the 1920s, and ended with Taiwan’s Chinese mainland- 
ers struggling to fend off the increasingly restiess Taiwanese. The latter, 
worried about greater tolerance between the Chinese Nationalists and 
Communists, nervously pondered the price they would pay if their future 
was decided by agreement between the two. 


The Economy 

The economy continued to be Taiwan’s bright spot. The year would not 
match 1987’s stunning 11.4% growth rate, but 1988 would still show a 
respectable expansion, possibly 7%. The government claimed a total 1987 
GDP of US$97.5 billion, which would place it twenty-first in the world. 
The average per capita GDP was US$4,989, placing Taiwan thirtieth 
among countries.! Family income reached $17,984, up 7.27% over 1986.2 
By world standards, the distribution of wealth continued to be quite even, 
though the gap between the poorest and richest showed a slight increase. 

A number of problems have become manifest. The long neglect of agri- 
culture is beginning to take its toll. Although 1987 showed an increase in 
grain production, yields of many other crops declined. The government 
had been allocating only 2.7% of the national budget to agriculture (com- 
pared with 7% in Japan and South Korea). Farmers, long exploited by 
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powerful middlemen, are now threatened by foreign imports and are be- 
coming desperate. Such problems for the first time began to take on seri- 
ous political ramifications. In May several thousand farmers marched in 
Taipei in a demonstration that turned violent. In addition to protection 
from foreign competition, they demanded price supports, the lifting of tar- 
iffs on imported farm implements, and an expansion of the laborers’ insur- 
ance program to include farmers.? 

Urban workers are much better off. Indeed, Taiwan suffers from a labor 
shortage, and labor costs rose by 17.3% in 1987 and another 8.1% in the 
first five months of 1988. This has given workers a degree of strength, and 
has encouraged labor militancy. The year saw a series of wildcat strikes, 
particularly around the Chinese new year when many leading companies 
had to close. In May a railroad strike paralyzed rail transportation for a 
day to back demands for increased pay and more flexible work rosters. 
Though unions are generally KMT controlled,* this highly effective strike 
was organized by an informal committee called the Railroad Engineers 
Club. All of the above strikes were illegal, but in August the bus drivers of 
Miaoli County staged the first technically legal work stoppage. The gov- 
ernment blames such labor unrest, and political unrest in general, for the 
decline in foreign and domestic investment in Taiwan. Still, Taiwan is 
awash with cash, with much of it being poured into the roaring stock mar- 
ket—now the world's third largest in terms of capitalization. During the 
first nine months of the year average share prices nearly tripled, but then 
declined sharply after a capital gains tax was announced. Partly to soak 
up excess funds, a move to privatize state monopolies has been underway. 
There are now 100 such firms, which account for 15% of the GDP and 
10% of state income. 

But all of these domestic considerations are probably less salient than 
Taiwan's foreign economic relations. The island's prosperity is owed in 
large measure to foreign trade, which was expected to exceed US$100 bil- 
lion in 1988, 1396 above the 1987 figure of $88 billion. Taiwan now ex- 
ceeds South Korea in both exports and imports. Exports increased 17% 
during the first six months of 1988, making Taiwan the world's eleventh 
largest exporter. During the same period, imports increased 54%, but this 
still left Taiwan with a trade imbalance that alarmed Taiwan's trading 
partners, especially the United States. By cutting tariffs and allowing the 


3. The Labor Standards Law (1984) puts the main burden or providing social security on 
employers, who often ignore their legal responsibilities in this area. On October 25 the gov- 
ernment instituted a voluntary health insurance plan for farmers. 

4. In March for the first time a non-KMT person was elected to head a union. He is Kang 
Yi-yi, chairman of the union in China Petroleum Corp. 
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new Taiwan dollar (NT) to appreciate, Taiwan was able to reduce the 
trade surplus for 1988, but such progress was made primarily at the ex- 
pense of local manufacturers of such products as motor vehicles and cloth- 
ing. All in all, there are indications that Taiwan's business community is 
becoming increasingly apprehensive.? 


The Ruling Party 

The most important political development was the death of Chiang Ching- 
kuo, the leader of the Nationalist Party (Kuomintang, or KMT). He was 
succeeded as party leader and chief of state bv Vice President Lee Teng- 
hui, a Taiwanese. Upon Chiang's death there was an attempt by Mme. 
Chiang Kai-shek (Soong Mei-ling), Chiang's stepmother and last famous 
member of the Soong family, to prevent Lee Teng-hui from stepping into 
his role. Despite backing from Premier Yu Kuo-hwa, her effort failed. 
KMT moderates were opposed to such machinations, and conservatives 
were confident that President Lee Teng-hui would continue to be a mere 
figurehead. In fact, while slow to prove himself an effective manager of 
political bureaucracies, he has developed a popular following among the 
Taiwanese and technocrats. In February he held the first presidential 
press conference in 13 years and, in response to a question about whether 
he really held the reins of power, declared: “As for who will be responsi- 
ble for major policy decisions, I don't foresee any difficulty: that responsi- 
bility is mine."6 

The big test for President Lee came in July with the Kuomintang Con- 
gress, the 13th since the party was founded in 1912. Though only 36% of 
the delegates were chosen by the party’s 2.4 million members (in a report- 
edly corrupt election’), this was by far the most open conclave in the 
KMT's history. The new procedures were a modest victory for young re- 
formers like legislators Jaw Shao-kong and Huang Chu-wen, who had 
urged the party to move away from its Leninist traditions and replace 
“democratic centralism" with intraparty democracy. But their demand 
that a secret ballot be used at the Congress to confirm Lee as chairman was 
rebuffed, and he was elected by acclamation. 

The Congress also selected a new Central Committee (CC) and Standing 
Committee. As it turned out, 6596 of the 180 CC members were fresh 
faces, the average age dropped from 70 to 59, and the proportion of 
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Taiwanese increased from 20% to 45%. That left mainlanders in the ma- 
jority, but some of them were young “liberals” (by KMT standards) who 
replaced many of the old guard. Numerous candidates nominated from 
the floor (as opposed to being hand-picked by the leadership) were elected. 
But the CC is much less powerful than the Standing Committee, which is 
composed of 31 national leaders who make decisions on ail aspects of 
political and economic life. Traditionally, it has been the most important 
organ, rivaled only by the military-security apparatus. This year its mem- 
bers were nominated by Lee (after more democratic means failed). For the 
first time a woman was chosen, and Lee also picked 17 Taiwanese giving 
them a majority. But only twelve Standing Committee members (39%) 
were new, and none of the changes appeared to be highly significant. 

Party Secretary-General Lee Huan, a moderate, remained in office, sur- 
prising many who had expected him to replace the much-criticized Pre- 
mier Yu Kuo-hwa.? At the Congress Lee Huan proved to be highly 
popular among delegates, and he has emerged as at least Taiwan's number 
two political power. Indeed, some say that he makes the decisions, which 
Lee Teng-hui carries out. 

Immediately after the conclusion of its Congress, the party announced a 
new cabinet with eleven of the 25 members being Taiwanese. Two an- 
tireformers retained their posts: Premier Yu and Central Bank Governor 
Chang Chi-cheng. But moderate progressives were appointed to two eco- 
nomic posts. Shirley Kuo was named finance minister, replacing an arch 
conservative, and Frederick Chien moved from Taiwan's diplomatic mis- 
sion in Washington to the chairmanship of the Council for Economic 
Planning and Development, the main economic think tank whose influ- 
ence in the past has depended upon the connections and clout of its head. 

The precise orientation of the new government did not immediately be- 
come obvious. The budget for July 1988 through June 1989 had already 
been put in place. It called for continuation of the deficit financing which 
had begun in 1987, and appeared aimed at promoting economic growth 
through greater domestic spending. In particular, more funds would be 
injected into the fourteen major infrastructure projects, including electric 
power facilities, education, transportation, and communications, all of 
which had begun to lag in the last few Chiang years. 

The budget showed a slight deemphasis on defense compared with pre- 
vious years, and it was announced that the military would gradually be 


8. Yu received an embarrassingly low vote for Standing Committee membership. He had 
been third on the party's list of nominees, but placed 35th in the polling. He has been a 
lackluster premier who has resisted political reforms and whose name is often linked to scan- 
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reduced by 30,000 men in the next fiscal year. However, these moves were 
too slight to signal a declining political role for Taiwan’s military-security 
apparatus. To some outside observers, it appeared that the 425,000-strong 
army “retains a pivotal force in the island’s politics,” with Lee Teng-hui’s 
rise attributed to the backing of Chief of Staff Hau Pei-ts’un.? It will 
doubtless be some time before the post-Chiang era military-civilian rela- 
tionship is worked out. Certainly Hau has remained a power to be reck- 
oned with even though his standing in the party is not high. Military 
representation on the CC rose from 19 to 21, but declined from 4 to 3 on 
the Standing Committee. Relations between the party and military have 
traditionally been close, it often being unclear which controlled which. At 
any rate, the government has always been subordinate to both. The ques- 
tion now is whether this is changing, and whether Lee Teng-hui will be 
able to gain control over organs such as the National Security Bureau. 
One sign of a weakening of the party-army nexus was the decision an- 
nounced by the premier on April 1 to permit soldiers to belong to parties 
other than the KMT. But the handling of the May 20 incident described 
below suggests that when the chips are down the military-security appara- 
tus still pays a decisive role. 


The Opposition 

Opposition parties are still technically illegal. However, unlike in previous 
years, the KMT now accepts the de facto existence of several of them. In 
January the authorities sent a strong signal that the opposition was ex- 
pected to avoid discussion of certain major issues. The main question fac- 
ing the island is whether it is to be a part of China. The legitimacy of the 
mostly mainland-born ruling group is based on the theory that they are the 
leaders of the “Republic of China," which includes the mainland. Since 
Taiwan is but a tiny province, the Taiwanese are not entitled to substantial 
representation. Many Taiwanese see this as a myth by which a selfish car- 
petbag elite and their Quislings perpetuate their power. The fear is that in 
the long run a Chinese Taiwan means a Chinese Communist Taiwan. 
However, when the opposition raised these concerns in 1979 at Kaohsi- 
ung, the government reacted brutally, attacking the crowd and sentencing - 
some of the leaders of the rally up to life imprisonment. 1° 

For the next eight years no one dared advocate an independent Taiwan, 
and the most radical slogan used was "self-determination." Finally, at the 
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beginning of 1988 the authorities decided to permit “self-determination” 
to be discussed, but by this time there was already serious talk about out- 
right independence. The reaction was unambiguous. On January 16, Hsu 
Ts’ao-te, who advocated Taiwan’s independence, and Ts’ai Yu-ch’uan, a 
Presbyterian minister who presided over the meeting in question, were 
given prison sentences after prosecution under the new National Security 
Law and the old Statute for the Punishment of Sedition During the Com- 
munist Rebellion. The trial lasted but a day. During it the defendants 
defiantly spoke in Taiwanese, which had to be translated for the court’s 
benefit. The heavy-handed application of repressive laws demonstrated 
that the lifting of martial law in 1987 had only limited significance. 

The same could be said regarding news censorship. Although newspa- 
pers were allowed to be somewhat more open (and larger) than previously, 
there was still nothing that could be called an opposition daily. There 
were magazines, including one published by the opposition Democratic 
Progressive Party (DPP), that suffered little harassment, but some did not 
fare so well. Although the government insisted that it would “under no 
circumstances restrict freedom of speech,"!! in fact press restrictions, 
which had eased during 1987, began to tighten up by the end of that year, 
especially regarding the foreign press. Internally, the popular 
proindependence weekly magazine published by Cheng Nan-jung had 
press runs of 34 issues confiscated between July 1987 and October 1988. 
In general, the media carries much news that earlier would have violated 
taboos. However, most people get their news from the airways, and the 
island’s 33 radio stations and three television networks remain under tight 
control. The manner in which they present the news generates much re- 
sentment. Three thousand people picketed a Taipei TV station on April 5, 
protesting its reporting of DPP affairs. The judiciary appears to be some- 
what more independent than in the past. Three people associated with the 
Independent Evening News were acquitted on charges connected with a 
trip by two reporters to the PRC in late 1987. Previously, conviction in 
political trials was a foregone conclusion. 

. The opposition Democratic Progressive Party generally commands 
about a quarter of the vote, but because of constitutional arrangements it 
has generally had an insignificant number of seats in the legislature. 
Although political reforms have been promised, the public is still effec- 
tively excluded from the real political process and has little means to have 
an impact on it other than by demonstrating. Altogether, by police count 
there were 729 demonstrations during the first four months of the year, 


11. Shaw Yu-ming, head of the Government Information Office, quoted in Free China 
Journal, 15 August 1988. 
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70% of which were antigovernment. The most important such event came 
on May 20 when between 2,000 and 3,000 people, mostly farmers, came to 
the capital to call attention to agricultural problems. Violence erupted 
outside the Legislative Yuan and three waves of attacks by police followed. 
A riot ensued that lasted eight hours and injured several hundred people. 
At least 122 were arrested—mostly non-farmers—and about 100 were in- 
dicted. Afterwards, many conservative members of the KMT Standing 
Committee asked for the restoration of martizl law, but Lee Teng-hui de- 
clared that this would not be done, noting that errors had been made in the 
police handling of the crowds. 

Reforms do seem to be in the offing. The question of further democrati- 
zation was turned over to the National Security Council, which came up 
with a plan for 146 new members of the National Assembly in 1992 and 
another 375 in 1998. In the Legislative Yuan, 26 are to be added in 1989, 
bringing the total number to 126 plus an undisclosed number of appointed 
“representatives of the national (mainland) constituencies.” Overseas Chi- 
nese would be represented (i.e., appointed) by 27 legislators, and presuma- 
bly some would be from professional constituencies. Under such a system 
it is almost certain that the opposition could not command a majority in 
the legislature even if it won an overwhelming majority of the vote. The 
KMT's reform plan would cause “endless disputes," according to Kang 
Ning-hsiang, the opposition's most moderate legislator. Other DPP lead- 
ers were less charitable. Then-Chairman Yao Chia-wen said that his party 
stood by its demand for a new election for all members of the tricameral 
parliament in 1989. . 

There has been a further loosening of controls on international travel. 
Taiwanese, as well as Taiwan's mainlanders, may now visit the PRC. In- 
dependent foreign observers have been granted visas, often for the first 
time in many years. However, some overseas Taiwanese are still denied 
reentry to their homeland. Most notable among these is politician Hsu 
Hsin-liang, who in the 1970s was one of Taiwan's most successful local 
politicians. Outsiders who are allowed in have been warned that the Inte- 
rior Ministry may expel those who "insult ROC government leaders 
through written material, pictures, speeches or other means” or who “ma- 
liciously attack" the government or its officials.!? 


External Relations 
The year's biggest policy change concerned relations with the People’s Re- 
public of China. Although as late as March trading with the PRC contin- 


12. Lead story in the government's English-language tabloid, Free China Journal, 3 Octo- 
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ued to be a criminal offense,!? in May a task force headed by Vice-Premier 
Lien Chan recommended that Taiwan companies be allowed to establish 
branches in Hong Kong to trade with the PRC. Actually, this step would 
merely legitimize what was already happening. During the first six 
months of the year, indirect trade between Taiwan and the mainland 
reached US$1.11 billion.!^ In April it was also decided to permit indirect 
mail between Taiwan and the mainland, and in July it was announced that 
nonpolitical PRC publications could be imported. However, in May it was 
reiterated that there were not supposed to be any phone calls between the 
two territories. The positive steps taken were welcomed by Beijing, which 
had long advocated them. 

These tangible moves toward normalizing economic and cultural rela- 
tions were not accompanied by any such obvious developments on the 
political and diplomatic fronts. However, even here there may have been 
some subtle changes. The possibility of allowing other countries the op- 
tion of “dual recognition" of Taiwan and the PRC, an idea that had been 
quietly mooted for some years, was now openly promoted.!? Although 
Beijing rejects this, there were reports that China was prepared to drop its 
demand that the Vatican break relations with Taipei before establishing 
diplomatic relations with Beijing. Furthermore, Fiji, which maintains dip- 
lomatic relations with Beijing, announced plans to grant diplomatic status 
to the Taiwan trade office in Suva. Nonetheless, the Communists still 
seemed unwilling to take any step which would seriously compromise their 
claim that Taiwan is a part of China. On this point they get no argument 
from the KMT, and even some elements of Taiwan's opposition go along. 
However, most members of the DPP appear not to want unification. In 
June, DPP head Yao Chia-wen spelled out his position as follows: “Tai- 
wan's sovereignty has actually been returned to the people of Taiwan." If 
the Chinese communists move to effect Taiwan's unification with the 
mainland, the DPP will propose independence. This would not mean 
changing the present situation, but simply be codifying present realities.!6 
In October Yao was replaced as DPP head by Huang Hsin-chieh, who 
takes a more cautious view on the independence issue. Huang would de- 
clare for independence only in the unlikely event that three conditions 


13. Businessman Lín Han-hsun, head of the Ta Lu Hsing Co., was indicted on charges of 
"collecting property or supplying money and other assets to traitors [on the mainland]." 
Potential penalties ranged from 10 years to death. Hong Kong Standard, 6 March 1988. 

14. Government press release, 3 October 1988. 

15. For example, government press release, 18 April 1988. 

16. Interview in Jiushi Niandai (Hong Kong), 1 July 1988, pp. 30-31, JPRS-CAR-88-058. 
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were met: massive public support for the idea, backing from the United 
States and Japan, and a promise on the part cf the PRC not to interfere. 

Relations between Taiwan and the United States continued to be marred 
by trade disputes. Although the U.S. has now replaced Japan as the main 
source of Taiwan’s imports, the trade deficit in 1987, according to Taipei, 
was $16 billion. The U.S. put the figure at $19 billion, and claimed that 
Taiwan was artificially reducing the deficit by purchasing American gold 
(at current deflated prices). Trade talks were held in April against a back- 
drop of anti-Americanism in the government-controlled press, in which 
the U.S. was portrayed as an imperialist bully.!7 This was inspired in part 
by a law passed by Congress to “encourage” more movement toward de- 
mocracy in Taiwan.! In addition, there was the defection the previous 
winter of a Taiwanese nuclear scientist, alleged to have been passing secret 
information to the Central Intelligence Agency. In March it became 
known that the U.S. had forced Taipei to close down a nuclear reactor 
potentially useful in manufacturing nuclear weapons. Also, farmers often 
demonstrated without interference against American competition in agri- 
cultural products. For its part, the U.S. accused the Taiwan authorities of 
breaking previous promises on trade. In the event, the Americans emerged 
from the first round of trade talks virtually empty-handed. Taiwan's nego- 
tiators, under pressure from farmers, declared that no concessions could be 
made on food items because the small rural sector had to be protected for 
national security reasons. Significant compromises were made later in the 
year, though there was no progress on the important problem of the lack 
of copyright protection in Taiwan. Finally, in October the U.S. Treasury 
Department issued a hard-hitting report charging Taiwan (and South Ko- 
rea) with exacerbating the trade situation by means of currency manipula- 
tion. 

In February Uruguay broke relations with the Republic of China, thus 
reducing to 23 the number of countries with which the Nationalists have 
formal diplomatic relations. Among these, relations with Saudi Arabia 
and South Korea appeared shaky, and Paraguay's Stroessner called off a 
visit to Taiwan for unannounced reasons. Only South Africa continued to 
be a reliable and important ally. There are many Taiwan-owned factories 
in South Africa, where Chinese were declared “honorary whites" in 1985. 
Trade between the two countries reached US$250 million in 1987. 

Relations with the Soviet bloc improved considerably. In July Taipei 
permitted ships flying the ROC flag to sail directly from Taiwan to Viet- 


17. Reuters dispatch in South China Morning Post, 9 May 1988. 
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nam. Helped by liberalized trade policies, indirect trade with Eastern Eu- 
rope (permitted since 1980) was also growing rapidly, and a Hungarian 
trade mission was cordially received in Taipei last winter. Such trade with 
other East European countries (especially Poland) was up 112% to 
US$180 million in the first half of 1988, and plans were afoot to allow 
direct trade with Eastern Europe. As for the Soviet Union, the Taiwan 
government in February denied that legitimizing trade with the USSR was 
under consideration, but in October an officially approved private trade 
mission was sent to Moscow. Its leader declared that the mission “indi- 
cates that the barriers that have hindered the flow of trade between the 
ROC and the Soviet Union for over four decades have been removed." !? 
Unofficial (indirect) trade with the USSR reached a modest US$3.6 million 
in the first two months of 1988.29 


19. Lin Tsu-ching, quoted in a Taiwan government press release, 5 October 1988. 
20. Radio Taipei, 22 March 1988, in Foreign Broadcast Information Service, Daily Report, 
China, March 23, 1988. 





VIETNAM IN 1988 
The Brink of Renewal 


Ronald J. Cima 








The promise for renewal and dramatic reform inspired 
by the Sixth National Party Congress in December 1986 remained unful- 
filled in 1988. The political mood, which had been confident of change in 
1987, was tempered in 1988 by political stalemate as the country’s leaders 
failed to agree on an acceptable pace for implementing restructuring poli- 
cies, and the momentum initiated by Nguyen Van Linh, the reformist 
party leader, flagged. This was particularly true in the critical area of eco- 
nomic reform where drastic restructuring was most urgently needed but 
where few changes were implemented. Nevertheless, commitment to 
change persisted; it could be discerned in the new openness to liberaliza- 
tion demonstrated in the political arena and in the conduct of foreign af- 
fairs where Vietnam cultivated international goodwill to attract foreign 
investment and demonstrated unprecedented diplomatic initiative to end 
the conflict in Cambodia. 


Domestic Affairs 
It is probably safe to say that in 1988 no one in the Vietnamese leadership 
stood against the idea of reform, but conservative elements, motivated by 
fear that liberalization and reform—if permitted to proceed too rapidly— 
would result in anarchy and the loss of party control, did all they could to 
obstruct its practical implementation. Such fears were engendered partly 
by Vietnam’s postwar population profile, showing a society in the 1980s 
dominated by people in their 20s and younger, untempered by the party’s 
years of conflict against the French and Americans, and lacking in the 
discipline characteristic of older veterans of these conflicts. In compari- 
son, the younger people tended to be less interested in the party, less dis- 
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trustful of Western influence, and less willing to accept the rigidity 
inherent in an authoritarian system. Combined, these characteristics con- 
tributed to a general lack of interest in joining party organizatioris, a fail- 
ure of mass organizations to motivate members, and a decline in party 
membership that was illustrated by the situation in Ho Chi Minh City 
where out of a population of 4.2 million only 69,000 claimed party mem- 
bership in 1988. 

When Prime Minister Pham Hung died in March, Linh’s choice of con- 
servative Do Muoi over fellow reformer Vo Van Kiet to replace him was a 
clear concession to the coalition of leaders concerned about diminishing 
party strength and control. Ironically, the circumstances surrounding 
Muoi’s election highlighted their concern. To begin with, National As- 
sembly members uncharacteristically demanded that two candidates be 
permitted to run, challenging for the first time the Central Committee’s 
nominee for a key government post. As a result, Muoi, the CC’s choice, 
was required to face Vo Van Kiet, the nominee of delegates from the South 
where Muoi was particularly unpopular because of his key role in intro- 
ducing repressive socialist policies in the late 1970s. Consequently, the 
normally assured unanimous victory of the party’s candidate was denied, 
as Muoi gained only 64% of the Assembly’s 496 votes, an unprecedented 
phenomenon serving to confirm the belief espoused by conservative party 
leaders that liberalization posed a threat to party control. 

The dissent displayed by the National Assembly in the debate leading to 
Muoi’s selection was not isolated, but mirrored a dramatic opening in all 
political debate and discussion. The fight initiated by Nguyen Van Linh 
against massive corruption, for example, encouraged private and official 
criticism of public policy that fueled a liberal governing trend. The press 
particularly was affected and became an aggressive critic of government 
policy as well as a guardian of party discipline. Acting as vanguard, it was 
instrumental in the party’s removal of Ha Truong Hoa, party secretary of 
Thanh Hoa Province, whose position was widely regarded as impregnable 
despite his well publicized abuses of office. By 1988 Linh had succeeded in 
replacing almost all of the country’s forty province secretaries and 80% of 
the 400 or so district party chiefs. Eleven hundred party cadres were tried 
for corruption in the first six months of the year, and in an effort to combat 
future corruption the Central Committee, at its fifth plenum in June, 
agreed to a new election system in which one-third of the Committee’s 
membership would be replaced every time an election for top leaders was 
held. 

Linh’s initiatives for dealing with the country’s economic problems were 
similarly bold, as might have been suggested by a statement he made at the 
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beginning of the year proposing that Vietnam could learn lessons from the 
capitalist world. However, by January 1988 a coalition of conservative 
forces within the party's collective leadership had already effectively de- 
nied him the consensus he needed to implement his plans. Consequently, 
Linh's powers to effect change appeared to wane as the country's economic 
crisis deepened. With an economy already crippled by an inflation rate at 
times approaching 100096 and an unemployment rate reported to be al- 
most 2096, Vietnam faced a food crisis in the spring that analysts attrib- 
uted to mismanagement, corruption, and transportation problems. Ten 
million Vietnamese in eight northern provinces were affected, forcing Viet- 
nam, a country once self-sufficient in rice, to appeal for 120,000 tons of 
international food aid. Hanoi officials blamed the crisis on inflated provin- 
cial reporting of 1987 rice yields, but claimed a sufficient amount of rice 
existed within the country to resolve the shortage. The country's primitive 
transportation network prevented its proper distribution, however, and the 
low official price of rice offered little incentive for peasants in the more 
productive South to sell their surplus rice to the government for distribu- 
tion in the North. The severity of the situation prompted the National 
Assembly in June to openly criticize the government's economic perform- 
ance and to accuse government ministers by name of mishandling the food 
crisis. Vo Van Kiet, in his capacity as acting premier, assumed full respon- 
sibility. 

Despite the government's poor performance, economic reforms were im- 
plemented. Regulations introduced in April sought to increase farmers' 
incentive to produce higher yields by turning over to them more responsi- 
bility for the rice growing process. Land laws were modified to guarantee 
farmers a 10-year tenure on the land they cultivated, and the contract sys- 
tem was revised to permit farmers to keep 45-50% of their output, a sub- 
stantial increase over the 25% formerly allowed. Other reforms removed 
restrictions on private production enterprises in Hanoi, introduced the 
concept of developing industry outside the state-run sector, and granted 
the South autonomy to undertake economic policies separate from those 
adopted nationally. A program was also implemented to stabilize the 
economy and control inflation by limiting government spending and state 
subsidies, liberalizing wage and price controls, promoting efficiency, and 
rationalizing the country's foreign exchange rate.! As an economizing 
measure, a plan was introduced to cut the country's armed forces to 


1. In January Vietnam had multiple foreign exchange rates for the dong: an official rate 
for trade, another for tourists, another for overseas Vietnamese remitting money to relatives 
within the country, and a black-market rate averaging three times the official trade rate. See 
“Vietnam Campaigns to Attract Investors," Asian Wall Street Journal, January 19, 1988:3. 
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“around one percent” of the population, a cut that would mean halving 
the 1.26 million-man army to between 600,000 and 700,000. Such a cut, 
according to the plan, was expected to free both funds and manpower for 
transfer to the economic sector. 

On January 1 a revised foreign investment code was introduced to at- 
tract more foreign investors. The code offered a two-year tax moratorium 
for joint ventures, tax exemptions for certain imports and exports, and 
guarantees that investment capital would not be expropriated or joint ven- 
tures nationalized. It was also expected to provide preferential treatment 
for overseas Vietnamese. Day-to-day operations, nevertheless, remained 
under Vietnam’s control in the guise of a new body called the State Organ 
for Management of Foreign Investment.” 

Uncontrolled inflation and uncertainty over how Vietnam intended to 
implement its investment code discouraged foreign companies, but the 
number of visiting foreign businessmen increased ten-fold and trade rose 
with established non-Communist trading partners such as Japan, Singa- 
pore, Hong Kong, France, Indonesia, and India. Thailand signed a joint 
venture agreement and the French-owned Atatel Company contracted to 
equip Vietnam with a new telephone network. Oil exploration contracts 
were signed with the Indian Oil and Natural Gas Commission, Belgium's 
Petrofina, and Shell Oil of the Netherlands, but most of the estimated 
150,000 to 280,000 tons of oil to be produced in 1988 was expected to 
come from Soviet-Vietnamese joint ventures. With Soviet assistance, the 
export of products such as vegetables and fruit, rubber, coffee, coconut oil, 
tea, and soybeans was expanded, but the general quality and value of ex- 
port products remained low. 


Foreign Affairs 
Vietnam's foreign policy in 1988 was rooted in its economic problems as 
the nation strove to end its isolation in order to participate in the economic 
prosperity enjoyed by its neighbors. Policy decisions appeared to derive 
their momentum from the same openness to experimentation that, with 
varying success, steered domestic policy choices. Vietnam's most pressing 
foreign policy concern, the Cambodian situation, seemed closer to diplo- 
matic settlement in 1988 than at any previous time, partially because Ha- 
noi spurred by the need to redirect critical economic resources being 
consumed by the war, moderated its negotiating position. In seeking as- 
surances that the Khmer Rouge would be disarmed in the event of a peace 
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settlement, Vietnam at first had linked the total withdrawal of Vietnamese ` 
troops to a settlement based on the “elimination of the Pol Pot clique” and 
the achievement of a political solution. In subsequent positions the need 
for a political solution was omitted in favor of stressing the Pol Pot leader- 
ship’s elimination. Foreign Minister Nguyen Co Thach disclosed during 
the summer that a total withdrawal would be linked to the cessation of 
foreign assistance to the Khmer Rouge, and that Vietnam was prepared to 
withdraw all forces from Cambodia one year in advance of 1990 if Pol 
Pot’s forces were “liquidated.” 

In July, Hanoi participated in an unprecedented meeting of all parties to 
the Cambodia conflict. The so called “cocktail party” meeting, or Jakarta 
Informal Meeting (JIM), convened in Bogor, Indonesia, on July 25, was 
termed a limited success for, if nothing more, establishing a negotiating 
framework and setting the agenda for future discussion. It also succeeded 
in shifting the emphasis of the search for a conflict resolution away from 
Vietnam and toward ways to prevent the Khmer Rouge from seizing 
power once a political agreement was reached. Vietnam’s linkage of a to- 
tal troop withdrawal to the elimination of the Khmer Rouge received the 
support of the ASEAN nations and the non-Communist factions of the 
Cambodian resistance coalition because it corroborated their commonly 
held fear of a Khmer Rouge return to power in the absence of Vietnamese 
forces. 

Plans to withdraw 50,000 Vietnamese troops by the end of 1988 were 
announced in May, eleven days after the Soviets began their troop with- 
drawal from Afghanistan and three days before the Moscow summit be- 
tween President Reagan and Soviet General Secretary Gorbachev was to 
convene. The withdrawal commenced in June and involved not only the 
removal of troops, but the dismantling of Vietnam's military high com- 
mand in Cambodia and the reassignment of remaining troops to 
Cambodian commands. "Vietnamese forces assigned near the Thai- 
Cambodian border were pulled back an additional nine miles from the 
frontier. Marking the seventh partial pullout of Vietnamese troops since 
1982, Vietnam claimed the withdrawal represented half of its remaining 
troops in Cambodia. Western estimates, however, suggested that there 
were actually 120,000 Vietnamese troops in Cambodia in June 1988, down 
from 140,000 in 1987.? In July it appeared that Vietnam might even with- 
draw 60,000 troops by the end of the year, 10,000 more than pledged. 


3. Vietnamese Lt. Gen. Le Khai Phieu, deputy-commander of Vietnamese forces in Cam- 
bodia, in a rare moment of candor, told reporters in June that 25,000 Vietnamese soldiers had 
been killed in Cambodia since January 1979, including 10,000 since 1982, and that 30,000 
troops had been lost against the Khmer Rouge in southwest Vietnam between 1977 and 1979. 
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However, the surprising success of the Khmer Rouge in retaking base 
areas relinquished by departing Vietnamese troops—in some cases requir- 
ing the troops to return to assist Cambodian allies in defending territory 
the Vietnamese had evacuated—raised doubts that even the declared goal 
of 50,000 would be met by the end of the year. Despite such setbacks, 
Vietnam was confident that the deadline would be honored. Claiming in 
early December to have already removed 32,000 men, the Vietnam De- 
fense Ministry extended assurances that the remaining 18,000 would be 
withdrawn by December 21, and invited interested observers to witness the 
exit. 

Finding a way to cut China’s support for the Khmer Rouge was one of 
Vietnam’s top foreign policy priorities in 1988. China, Hanoi argued, was 
the key to a Cambodian settlement because, as Pol Pot’s chief source of 
supply, Beijing alone had the power to defuse the Khmer Rouge threat. 
As the year progressed, it became evident that Beijing was increasingly 
more interested in a settlement than in prolonging the conflict and that its 
position on Cambodia was shifting to facilitate settlement. This was evi- 
denced in July when a Chinese proposal, repeating long standing demands 
for a complete withdrawal of all Vietnamese troops and a quadripartite 
government led by Sihanouk, surprisingly did not mention a personal role 
for Pol Pot in any post-settlement government. The proposal was also 
novel for intimating that Beijing, for the first time, was willing to discuss a 
provisional coalition government even before the departure of all 
Vietnamese troops. 

Vietnam’s relations with China, however, did not improve in 1988. In 
an incident, possibly related to Cambodia because it potentially strength- 
ened China’s position at a future bargaining table, the ongoing dispute be- 
tween the two countries over sovereignty in the Spratly Islands erupted 
into an exchange of hostilities in March. In a single encounter Vietnam 
may have lost as many as two ships and suffered damage to one other. 
Threats had been-traded since early in the year when Vietnam accused 
China of sending a strong naval force into the region to interfere with 
Vietnamese shipping and occupy two coral reefs. China, with at least a 
dozen armed ships patrolling the Spratlys to Vietnam’s 30 or so smaller 
vessels, responded that their purpose was simply routine patrolling and 
information gathering. Following the armed encounter, the situation was 
reduced to an exchange of accusations. Vietnam’s repeated calls for China 
to settle the dispute diplomatically elicited little response from Beijing, but 
won rare support for Vietnam from the international community. 

Moscow’s interest in improving ties with Beijing put Vietnam increas- 
ingly at odds with the Soviet Union. As the reality of an eventual Sino- 
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Soviet reconciliation approached, it became increasingly clear that Soviet 
strategic interests did not always serve Vietnam. For example, Moscow 
kept a low profile during the Spratly Islands incident, limiting Soviet aid to 
providing satellite and signal intelligence. The obstacle to Sino-Soviet rec- 
onciliation represented by the presence of Vietaamese troops in Cambodia 
also illustrated diverging interests. One of the most significant develop- 
ments in Soviet-Vietnamese relations to occur in 1988 was the application 
of increased Soviet pressure on Vietnam to resolve the Cambodian situa- 
tion, and this pressure undoubtedly helped prompt the Vietnamese an- 
nouncement on troop withdrawals. However, in looking for a solution, 
Moscow favored imitating the example of Afghanistan, where the with- 
drawal of Soviet troops was to be carried out before the signing of a peace 
` agreement and indirect peace talks were carried on under U.N. mediation. 
Hanoi disagreed with this view, citing differences between the two situa- 
tions that included the absence of a genocide issue in Afghanistan (a refer- 
ence to the possibility of Pol Pot’s return in Cambodia), and the small 
amount of territory controlled by Soviet allies in Afghanistan compared to 
the majority of the countryside under the control of Hanoi’s allies in Cam- 
bodia. 

Hanoi reacted warily to talks between the USSR and China, devoted 
specifically to a discussion of Cambodia, fearing that a deal would be made 
at Vietnam’s expense. The two powers convened bilateral discussions in 
Beijing in August, at the U.N. in September, and resumed talks in Moscow 
in November. Gorbachev, as part of a new Soviet diplomatic initiative 
toward Asia launched in mid-September, suggested that Vietnam hold di- 
rect talks with China on resolving the Cambodia issue, but Hanoi rejected 
the idea as it did any Soviet suggestion that China and Vietnam improve 
relations. Gorbachev also called for an early Soviet-Chinese summit that, 
while unscheduled, will probably take place some time in 1989. 

Vietnam’s active pursuit of an end to the Cambodian conflict was par- 
tially motivated by its interest in normalizing relations with the United 
States. Both sides appeared particularly receptive in 1988 to improving 
relations, and Vietnam’s troop withdrawal as well as its participation in 
the JIM were interpreted by the United States as positive gestures directed 
toward Vietnam’s disengagement from Cambodia, a requirement for diplo- 
matic recognition imposed by Washington. Hanoi also acted in the early 
part of the year to remove other obstacles to recognition by agreeing in 
principle to resettlement in the United States of thousands of former polit- 
ical prisoners, and by consenting to cooperate in joint excavations of U.S. 
military aircraft crash sites to locate MIA. remains. 
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In the United States Congress a growing number of legislators—14 sena- 
tors and 55 representatives (prior to the November election)—saw military 
service during the Vietnam War era and formed the core of a nascent con- 
gressional interest in establishing ties with Vietnam. The McCain/Ridge 
initiative, proposed by Senator John McCain (Republican of Arizona), a 
former POW, and Representative Thomas Ridge (Republican of Penn- 
sylvania), a Vietnam veteran, suggested that each country open an inter- 
ests section in the other’s capital. The Reagan administration, however, 
opposed reciprocal interests sections on the grounds that they contradicted 
fundamental U.S. policy that there should be no formal relations until the’ 
Vietnamese army withdraws from Cambodia and progress is made on the 
issue of MIAs. When the administration’s objections were disclosed by 
Assistant Secretary of State for East Asian and Pacific Affairs Gaston 
Sigur in congressional testimony at the end of July, Vietnam angrily sus- 
pended cooperation with the United States on MIA and other humanita- 
rian issues. Ironically, the interests sections proposal had a good chance of 
becoming legislation in the Congress in spite of the administration’s oppo- 
sition, but Hanoi’s change of position angered its supporters and McCain 
announced that he was suspending his drive to enact the proposal into law. 
Having perhaps recognized that its response had been derived from a mis- 
interpretation of how the American system worked, Vietnam abandoned 
its four-week old position at the end of August and agreed to resume coop- 
eration with the United States on MIAs but not on the resettlement of 
reeducation camp inmates. Joint excavation efforts resumed in October, 
but a chance to progress toward normalized relations was lost and would 
probably have to wait until 1989 and the next U.S. administration. 

The two countries apparently also interacted in a bizarre turn of events 
in July when the United States was reported to have sought Hanoi’s reac- 
tion to the U.S. provision of military aid to the Cambodian resistance 
forces loyal to Prince Sihanouk as a means of countering the growing 
Khmer Rouge military strength. The aid was contemplated in the wake 
of reports that the Khmer Rouge were undertaking a massive arms 
buildup and caching weapons inside Cambodia. Sihanouk confirmed in 
October that he was receiving U.S. weapons, ammunition, and equip- 
ment—apparently delivered with Hanoi’s concurrence. 

Finally, Vietnam sought to improve its regional relations by extending a 
conciliatory gesture to its Asian neighbors. In response to a rise in the 
outflow of Vietnamese refugees generated by the country’s 1988 economic 
difficulties, Vietnam assured its neighbors that it would ease their burdens 
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as countries of first asylum by reversing a policy that previously banned 
the return of refugees to Vietnam. Hanoi also proposed to open discus- 
sions with Southeast Asian officials on ending the refugee exodus. 

The initiatives that characterized Vietnam in 1988 indicated a year of 
change, marked both by possibility and inertia. Mirroring the unprece- 
dented reform underway in China and the Soviet Union, Vietnam pursued 
in 1988 a fundamental restructuring of its communist ethic. Political, eco- 
nomic, and foreign policy agendas were opened to redefinition, and strate- 
gic goals were reevaluated to emphasize economic rather than military 
strength. The transformation was evident in foreign policy where Vietnam 
moved to end its international isolation by seeking to disengage militarily 
from Cambodia and by attracting foreign investment. It was also apparent 
in the political and economic spheres, where the need for change was de- 
termined to be particularly critical. The process was slowed considerably 
by the resistance of party conservatives, who questioned its meaning and 
pace, but the old ways were sufficiently discredited by reformers, under 
Nguyen Van Linh's leadership, to suggest tha: the course of change was 
irreversible. 





CAMBODIA IN 1988 
The Curved Road to Settlement 


‘Khatharya Um 








As the Khmer adage goes, “a curved road is not al- 
ways to be abandoned, a straight one not always to be taken.” So it is for 
Cambodia. The road to a peaceful settlement has been a serpentine one, of 
proposals and rejections, of side-and back-channel diplomacy to “soften” 
and “soothe” the many feathers involved. Indeed, 1988 has proven to be a 
year of flurried activities, of sustained motion if not always movement, and 
at year’s end the search continues for an end to the conflict that has now 
entered a full decade. 

, Despite the inflated optimism accompanying it, the second round of the 
Sihanouk-Hun Sen talks opened in January in an atmosphere of much less 
warmth than in their encounter a month earlier. Given that this was really 
the first time the parties had had a chance to thresh out substantive differ- 
ences, it was to be expected that the initial positivism be sobered by the 
seeming impotence of both sides to make the necessary concessions. As 
Ranariddh (Prince Sihanouk’s son and principal aide) admitted, “the talk 
was tough, but (then) the questions were not tender."! While some always 
hopeful outside observers continued to commend the appearance of pro- 
gress, it was clear that the meeting, though not without significance, had 
produced few tangible results, not even a joint communique. It stood still 
on fundamental issues, namely, the timetable for Vietnamese troop with- 
drawal, the specific nature of international guarantees and control, the tim- 
ing and framework for establishment of a coalition government and—an 
inevitable sticking point—the question of Khmer Rouge participation in 
the political arrangement. To Sihanouk’s insistence that Vietnam com- 
plete its troop withdrawal by 1989, the best that Phnom Penh was pre- 
pared to offer was reduction of the withdrawal timetable, following an 
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agreement, from 30 to 24 months, which was not a marked breakthrough 
from Hanoi's earlier proposal. While denouncing Sihanouk's proposed 
“dismantling” of the People's Republic of Kampuchea (PRK) prior to an 
election as “no less than suicide," the Phnom Penh government persisted 
in linking Vietnam's withdrawal to the elimination of the Khmer Rouge 
military organization.? 

The consensus after this second Paris endeavor once again appears to be 
that significance lies in the fact that the meeting took place at all. But 
beyond that, these rounds of talks did much to reinforce the bilateral con- 
tacts between Phnom Penh, which is thirsting for international legitimacy, 
and the one man within the resistance coalition who seems to command 
international support. Thus, it is not surprising that the prospect of a bi- 
partite agreement—to serve as a wild card in subsequent phases of the 
peace negotiations—was an intimation met with unconcealed hostility 
from Sihanouk's two coalition partners, Son Sann and the Khmer Rouge. 
On January 30, Sihanouk announced his resignation from the presidency 
of the Coalition Government of Democratic Kampuchea (CGDK), citing 
as his primary reason the efforts of Son Sann's Khmer People's National 
Liberation Front (KPNLF) to “discredit” and “unjustly accuse him of na- 
tional treason."? Sihanouk, on the other hand, has been known in the past 
to use resignation as a tactical maneuver to free up options as well as to 
impress his own indispensability upon intractable allies. 


The Bogor Meeting 
The optimism, which had faded somewhat after the Sihanouk-Hun Sen 
talks, was restored temporarily by the much-heralded Jakarta Informal 
Meeting (JIM), July 24—28 at Bogor, Indonesia. Once again, as one ana- 
lyst put it, "the only concrete result was in form, not in substance,"^ and 
the only breakthrough was, at best, a psychological one. JIM provided for 
the coming together for the first time of the four Cambodian factions (the 
three in the CGDK and the Vietnam-supported People's Republic of 
Kampuchea [PRK] government); and it installed, by way of the "immedi- 
ate" second round, a venue for Vietnam’s participation—without loss of 
face—as a mere "concerned party" among the bevy of ASEAN delegates. 
Having been brought together, however, the far more arduous task was to 
get the participants to concede that even “a general agreement" on key 
issues had been reached. Such an assessment by Vietnam’s foreign minis- 
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ter, Nugyen Co Thach, brought a vehement dismissal of it as “a shameless 
lie” by the Khmer Rouge leader, Khieu Samphan. The prevailing opinion, 
echoed most resoundingly by Singapore and Thai delegates, was that there 
was little shift in positions. 

The only answer that Thach was able to give to the question unani- 
mously posed by the three CGDK factions with regard to a definite time- 
table for Vietnam’s withdrawal of troops, was to reject the question itself 
and to cling steadfastly to the demand that any troop withdrawal earlier 
than the projected 1990 plan be linked to the cessation of “external inter- 
ference” in the internal affairs of Kampuchea. This promptly evoked re- 
buttal statements from both Singapore and Thailand who maintain that 
assistance to. the resistance forces is necessary in their struggle against the 
Vietnamese occupation—a necessity that clearly would be removed only in 
the event of Vietnam’s withdrawal. 

Despite their professed concern for safeguards against a Khmer Rouge 
return, Hanoi and the PRK continued to reject Sihanouk’s proposal for an 
international peacekeeping force, while persisting in their demand that cer- 
tain Khmer Rouge leaders—identified chiefly as Pol Pot and his close as- 
Sociates—be kept out of any formula for national reconciliation. For their 
part, the Khmer Rouge merely reiterated their demand for a “total and 
unconditional withdrawal of Vietnamese troops from Kampuchea." 
Given the intransigence of the respective positions, the four-day meeting 
ended without a joint communiqué and yielded nothing more substantive 
or tangible than the decision to establish a working group of senior repre- 
sentatives from each delegation—ASEAN, Vietnam, Laos, and the four 
Cambodian factions. The group met in Jakarta on October 17, but with a 
no-show from the Khmer Rouge faction. Settlement proposals received 
further detailing at Sihanouk's third round of talks with Phnom Penh on 
November 8, joined this time by Son Sann. This session also proved insub- 
stantial. 

Despite the inconclusive results, many observers contend that JIM was 
a boon for Hanoi and its Phnom Penh ally. The declaration issued by 
Indonesian Foreign Minister Alatas in his capacity as conference chairman 
finally established a linkage between Vietnam's troop pullout and the phas- 
ing out of assistance to the resistance forces—issues that ASEAN had 
heretofore sought to keep separate. It thus committed ASEAN for the 
first time to a position that attributes equal importance to a Vietnamese 
withdrawal and to safeguards against a Khmer Rouge restoration. To 
many, notably Singapore and Thai delegates, such a development merely 
showed that Hanoi had once again succeeded in submerging the issue of its 
occupation of Kampuchea. If nothing else, the reaction following JIM 
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seemed to be one of resurgent international indignation at past Khmer 
Rouge atrocities. The 1988 U.N. resolution on Cambodia was amended 
for the first time to: include “the non-return to the universally condemned 
policies and practices of [the] recent past.” In successive talks on Cambo- 
dia, both in Jakarta and in Paris, the Khmer Rouge conspicuously re- 
frained from participation. 

As the spirit of accommodation quickly fizzled out at the JIM meeting, 
a more conciliatory wind seemed to arise from the sidelines where Siha- 
nouk, having resigned for the third time in July, was nevertheless present 
as Suharto’s guest to observe from a distance the proceedings at Bogor. 
The Prince’s resignation has been widely viewed as a move to distance 
himself from the Khmer Rouge and the official trappings of the CGDK, 
thereby freeing up a more independent path to settlement. From Jakarta, 
the conciliatory gesture came in the form of a 5-point peace proposal in 
which the earlier demand for the dismantling of the PRK was significantly 
modified. The call now was to “gradually and meticulously” transform 
the Phnom Penh administration into a quadripartite one, and to “frater- 
nally form" a joint military force. The Prince went on to advocate at one 
point that the U.N. seat presently occupied by the CGDK be left vacant, 
and he also stated from time to time that the differences between himself 
and the Phnom Penh regime are narrowing. 

While none of the meetings has produced any kind of agreement, there 
does appear to be consensus on the issues that must be negotiated—or 
arranged—in pursuit of the peace process. Seven can be generally identi- 
fied: (1) Vietnamese troop withdrawal fixed; (2) ceasefire/end of resistance 
declared; (3) peacekeepers recruited; (4) coalition government mechanism 
put in place; (5) free, supervised elections planned/organized; (6) all troops 
sequestered/disarmed; and (7) an international conference set to: 
(a) organize the peacekeepers and (b) declare the neutralization of Cambo- 
dia. 


The External Actors 


In this tortuous affair, the significance of JIM lies more in the external 
political environment that makes such diplomatic coups possible. Incre- 
mental as they are, there were some noted shifts in the positions of the 
major players in 1988. While attention focused on the various efforts of 
ASEAN to bring together the warring Cambodian factions, Moscow ap- 
peared to be pursuing its own channel to peace. Despite the refusal to 
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directly pressure its ally, Vietnam, it remains clear that Moscow is intent 
upon being involved at some level in movement on the Cambodian issue as 
a necessary extension of its efforts to court better relations in Asia and the 
Pacific. For incentives, Thailand has already ventured to say that “a con- 
structive role” on the part of Moscow in bringing about a settlement in 
Kampuchea “would earn the gratitude of all the states in Southeast Asia 
as well as a positive attitude of ASEAN towards it”; the Soviet Union 
would then be recognized “as a power with which we would all benefit 
from closer relations and cooperation.”’ Following the Thai prime minis- 
ter’s visit to Moscow on May 24th (the first in nine years) came an un- 
precedented Soviet agreement that there should be a Cambodian political 
settlement prior to 1990; previously, Moscow had merely reiterated Viet- 
nam’s pledge of a withdrawal by 1990. 

To Hanoi’s discomfiture, Moscow apparently saw the “Afghan model” 
as potentially applicable to a political settlement in Kampuchea. Accord- 
ingly, it has mounted concerted efforts to bring about the similar kind of 
indirect talks that had served Kabul and Pakistan in their peace initiatives. 
The endeavor did materialize, partly, in Nugyen Co Thach’s five-day visit 
to Bangkok in late June. Hanoi, however, remained resistant to Siha- 
nouk’s request for a direct dialogue, perhaps out of recognition that the 
latter alone cannot deliver a defanged Khmer Rouge. Nonetheless, it is 
not too much to assume that Hanoi’s decision to attend JIM was en- 
couraged by all these moves. As it was, General Secretary Gorbachev was 
able to come to the U.S.-Soviet summit and link the discussions on Cam- 
bodia to Vietnam's announcement of a 50,000-troop pullout by the end of 
the year. Vietnam also went on to announce a plan to assign its remaining 
units to the People's Republic of Kampuchea Armed Force (PRKAF) and 
to pull its forces on the western border back 15 kilometers. On June 30th 
Vietnam withdrew its military high command along with a claim that 
13,000 troops had gone home between May and June. Although skepti- 
cism continued as to whether Hanoi would fulfill its pledge by the end of 
the year, the Vietnamese Defense Ministry announced December 1 that 
the final contingent of the 50,000 troops would leave Cambodia the week 
of December 15. ' 

The greater incentive for Moscow’s initiatives on Cambodia comes from 
the People’s Republic of China (PRC). To.Moscow’s many overtures, 
Deng Xiaoping had indicated a willingness to meet with Gorbachev if the 
latter pressured its Hanoi ally to withdraw “well in advance of the end of 
1989." Both Beijing and Moscow have since come to view the Cambodian 
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situation as a “shadow” over the prospects of normalization of their rela- 
tions and, most certainly, of their first summit in 29 years. Both have also 
expressed eagerness to see this barrier surmounted, as evidenced by their 
decision to hold an unprecedented meeting in September specifically to 
discuss a political settlement in Cambodia. The talks ended with an agree- 
ment “in principle” on the establishment of a quadripartite coalition gov- 
ernment and favoring international supervision. Moscow also officially 
endorsed Prince Sihanouk’s leadership in the process of national reconcili- 
ation. The recent Chinese softening may have been encouraged by devel- 
opments in U.S.-Soviet relations and, perhaps more directly, by the 
growing international isolation of the Khmer Rouge. Party Secretary- 
General Zhao Ziyang acknowledged for the first time on August 16 that 
the “danger” of a Khmer Rouge return had to be removed before a polit- 
ical solution could be reached. China subsequently proposed a simultane- 
ous “freeze” on all factions’ military activities, which can be interpreted as 
a subtle indication that Beijing is not prepared to see the Khmer Rouge 
battle its way back to power. 

Virtually on cue, the Khmer Rouge announced, just before the Sino- 
Soviet talk, its own 14-point peace plan—perceived as self-monitoring— 
which proposed reducing the size of its army to match those of the other 
factions. This was capped by a call for an iaternational conference to 
adopt measures that would insure against the domination of any one party 
in the context of a Vietnamese withdrawal. This new Khmer Rouge initia- 
tive brought its position closer to that of Sihancuk. While rumors abound 
on the prospect of Chinese asylum for Pol Pot and his closest associates, 
and despite Chinese denials that there has been any shift in its policy, it 
remains clear that there has been some relaxation of China’s position on 
the Khmer Rouge. But Beijing, which continues to brand Vietnamese 
withdrawal as a “deceptive replay of an old trick," was also unprepared at 
this stage to disown the Khmer Rouge and forfeit this measure of restraint 
against Vietnam. With regard to the provisional government, a recent 
Chinese proposal provides the Khmer Rouge with added veto power by 
suggesting that a single faction's objection would be sufficient to reject a 
leader's candidacy. ) 

Moscow’s wooing of China and ASEAN was not lost on Hanoi, which 
had already been irritated by the tepid Soviet reaction to its confrontation 
with China over the Spratly Islands. While proceeding with its own efforts 
directed at the United States and neighboring Southeast Asian states, Ha- 
noi was quick to reject the “Afghan model” for Kampuchean settlement as 
“nonsense.” Meanwhile, observers have noted that in the shuffle for a new 
foreign ininister in Phnom Penh earlier in the year, the initial choice of the 





THE UNITED STATES AND ASIA 
IN 1988 


A Changing Environment 


Fred Greene 





Overview: Strengths and Weaknesses 

In making his last “grand tour” of East Asia in mid-1988, Secretary of 
State George Shultz could not only take pleasure in the genuine friendli- 
ness with which he was personally received, but he could also reflect on 
how well things seemed to be going in that region as a whole. The area 
continued to prosper, the level of violence was coming down, Communist 
threats appeared to be receding—especially with the troop withdrawals by 
the Soviets from Afghanistan and the Vietnamese from Cambodia. De- 
mocracy was solidifying its still precarious hold in South Korea and the 
Philippines, and America’s trading partners were taking steps to reduce 
their staggering trade surpluses with the United States. 

The Reagan administration could also derive satisfaction from the 
‘United States contribution to these developments during the past eight 
years. In its view, Washington continued to play a pivotal, if no longer 
dominant role in the region, especially through its deployment of fiexible 
military power and its capacity to offer the world’s largest market for 
‘Asian exports. It also took pride in the American position as a major 
source of investment and high technology, with a service industry poised 
.for an expanded role in the area. Its continued efforts to turn back protec- 
tionism at home, in the face of Asian competitiveness, were matched by 
attempts to integrate the successful Asian economies into an open world 
system. The U.S. also found itself engaged, with some success, in reducing 
regional tensions and resolving conflicts.! Finally, it did what it thought 
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was politically feasible in helping new democratic regimes and promoting 
democracies wherever possible. 

There is a great deal of evidence to support this affirmative appraisal of 
East Asia and of the U.S. contributions toward these successes under the 
Reagan administration. Ironically though, a more benign environment 
makes others less dependent on the United States, which then faces new 
challenges to find a convergence of interests with a generation of new lead- 
ers in Asia. In addition, there are some worrisome aspects to the overall 
U.S. position in the area. Secretary Shultz discovered a growing percep- 
tion during his trip among East Asians that the United States was a great 
power in decline, and that its friends and allies might therefore have to 
adjust their diplomatic and trade ties accordingly. 

For one thing, the United States appeared unable to attain a balanced 
trade relationship with Japan or "the four young tigers" of South Korea, 
Singapore, Hong Kong, and Taiwan. The prospects for future imbalances 
with Thailand and other successful developing states led some Asian gov- 
ernments to consider it prudent to develop closer economic and political 
ties with Western Europe.? Japan was clearly beginning to translate its 
economic might into political influence around the world in a way the 
United States could no longer afford to do, and in a manner that indicated 
a growing sense of independence from Washington. Improvements in 
Sino-Soviet relations, though generally welcomed by Washington, pointed 
to reduced reliance on the United States by other states as well as China 
for their security against the USSR. More generally, Moscow appeared 
determined to play a more active role in Asian affairs, though its economic 
weakness and chilly relations with Japan were clearly inhibiting factors. 
Still, by calling for arms reductions, adopting a less menacing posture in 
the region, and improving its diplomatic efforts, the Soviet Union gave 
notice that it would be a more competitive rival of the United States for 
influence in Asia than it had been in the past. 


Dealing with the Russians 
On September 16, 1988, as he had two years earlier, Mikhail S. Gorbachev 
displayed his diplomatic agility in a speech designed to reduce tensions, 
enhance Soviet influence, expand Moscow's economic ties with this thriv- 
ing region, and weaken the position of the United States in the area.? In 
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Cambodian ambassador to Moscow was rescinded in favor of Hun Sen. 
And Keo Chanda, the former information minister whose dismissal in 
1981 was widely attributed to his independence and nationalism, is making 
a comeback. Personal attributes aside, these shifts may be indicators of the 
continued tugging for internal influence by Phnom Penh’s two external 
backers. 


The Resistance 

As the external players inched their way toward piecemeal accommoda- 
tions, the resistance forces encountered changes and challenges on both the 
military and diplomatic fronts. CGDK efforts have been undermined by 
difficulties in keeping its members within the fold. Much effort was spent 
cajoling Sihanouk out of his repeated political piques, and Son Sann’s lead- 
ership in the KPNLF continued to suffer from the removal of two of his 
army commanders accused of refugee maltreatment and blackmarketing. 
Meanwhile, life in the border refugee camps continued to be precarious 
despite a recent Thai initiative to assign a 500-person defense volunteer 
unit to the Thai army to monitor reported abuses of Khmer refugees. 

Despite reported battlefield activity, mostly in western but also in cen- 
tral Cambodia, fighting appeared to be at its lowest level in the entire dec- 
ade of war. This was perhaps less a reflection of tension deescalation than 
of changing CGDK—mainly Khmer Rouge—strategy. Undoubtedly 
sensing its growing diplomatic isolation, the Khmer Rouge appeared to 
have redirected its strategy toward laying the groundwork for eventual 
Vietnamese withdrawal. Various diplomatic and resistance sources noted 
that, of late, the Khmer Rouge had avoided direct confrontation with the 
Vietnamese, concentrating instead on moving into positions vacated by the 
Vietnamese pull-back, especially on the western border, and on infiltrating 
targeted villages. This campaign apparently created sufficient concern for 
Phnom Penh to convene a conference in June to formulate strategies 
against such infiltration. Furthermore, there have also been reports of a 
forced march by some 6,000 refugees from Khmer Rouge controlled 
camps, presumably into the interior of Cambodia, to stockpile arms and 
supplies, and beginning in June, relief officials observed an acceleration in 
Khmer Rouge efforts to move thousands of refugees into “repatriation vil- 
lages” near the border. There also has been a noted tightening of control 
in the existing camps, including the showcase Site 8. 

KPNLF and Sihanouk sources claimed that all this points to more than 
simple Khmer Rouge tactical deployment, that it is an overarching strat- 
egy to retake power following Vietnam’s exit. They also claimed that, 
while refusing to coordinate any joint maneuvers, Khmer Rouge forces 
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had gone so far as to lure the Vietnamese into confrontations, only to re- 
treat leaving their noncommunist fighting partners to absorb the weight of 
combat. This hostile activity prompted Sihanouk to declare that “as a 
question of survival,” not only a truce but.even military cooperation had 
been achieved by his troops and Phnom Penh's. Some reassurance, how- 
ever, came from the United States, which quietly moved toward boosting 
aid to the noncommunist factions despite a setback brought on during the 
summer by a corruption scandal involving the Thai military. Reportedly, 
the Sihanoukist forces replaced their Soviet-made rifles with Western ones 
and are expecting deliveries of antitank rockets and surface-to-air missiles. 


The Economy 

The economic situation inside Cambodia in 1988 showed improvement 
from the previous year, despite anxiety in the early months. In September, 
Phnom Penh announced that 57.8% of the target for rice production, set 
at 2.6 million metric tons, had been achieved, as compared with only 
25.4% last year, due to "early and sufficient" rainfall. In addition, intense 
cropping also had been carried out in industrial and subsidiary food crops, 
adding yields of 5896 and 28.296 respectively. In trade, a protocol was 
signed in February to expand by 20% the volume of goods exchanges be- 
tween Vietnam and Cambodia in 1988. Cooperation agreements were also 
concluded with the Soviet Union in June to provide for a construction 
enterprise, vocational training and economic centers, and geological map- 
ping to facilitate mineral exploitation in the country. The U.N. food re- 
port, based on visits in March and April, announced a 92,000-ton shortage 
in rice security stock due to adverse weather in 1987 and a pledge for 
50,157 tons of rice in food aid was made for the November 1987-October 
1988 period. Delivery, as in the past, was expected to be hampered by 
security problems and scarcity of trucks and fuel. 

The year ends but the hardships continue. As progress waxes and wanes 
in maneuvers on the diplomatic front, the war is indeed far from over. 
Perhaps the Cambodian people are, as Hun Sen claims, ready and able “to 
do their own cooking"; it is, however, in the apportioning of the suste- 
nance that the problem often lies. The Khmer Rouge, with its leadership 
increasingly squeezed out of the diplomatic arena, appears quite ready and 
willing to take it to another. In any case, the cooking may proceed but 
others are still controlling the firewood. 





LAOS IN 1988 


In Pursuit of New Directions 


Martin Stuart-Fox 








The Lao People’s Democratic Republic (LPDR) took 
a long step in 1988 down the route of economic reform at home and open- 
ness to the Western bloc abroad that had been charted by the Fourth Con- 
gress of the Lao People’s Revolutionary Party (LPRP) in 1986. Under the 
so-called New Economic Mechanism (NEM), the Lao economy has been 
progressively decentralized and opened up to market forces. At the same 
time Laos has looked to the west, particularly to Thailand, for increased 
private investment, transfer of technology, and trade. After more than a 
decade of failure, the leaders of the LPDR have at last recognized the 
impossibility of moving directly to socialism “bypassing the capitalist 
phase,” and instead have become enthusiastic converts to “economic re- 
structuring” and “the broadening of multiform economic cooperation with 
foreign countries.”! 


Economic Strategy and Results 
The thrust of the LPDR’s economic development policy in 1988 focused 
on three main tasks: transformation of the family economy, extension of 
trade, and improvement of communications. These priorities marked a 
major change in economic direction. To the previous five sectors of the 
Lao economy—individual subsistence, collective, private capitalist, joint 
state-private, and state socialist—was added “the economy of small 
goods." Rather than move directly from subsistence to collective farming, 
peasant families are now encouraged to enter this small goods economy 
through trading surplus production for commodities. According to LPRP 
Secretary-General Kaysone Phomvihane, 82% of all Lao families are en- 
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gaged in farming, and all are now being urged to become small-scale pri- 
vate capitalists and consumers. State land is being distributed to 
individual families "in proportion to their actual labour" to encourage 
*the private economy of farmers and handicraft workers." Public land so 
allocated can be utilized “on a long-term basis" and even passed on “as an 
inheritance for their offspring," Kaysone promised in his general political 
report in February to the Supreme People's Assembly.? Only after family 
production is boosted by these means will collective production be en- 
couraged. In fact, collectivization is now envisaged as coming about not 
through collectivizing the means of production, but through linking indi- 
vidual farming families in "trading cooperatives" to channel surplus pro- 
duction into the national economy. Higher level collectives in the form of 
production solidarity units and agricultural cooperatives would be intro- 
duced only later. 

Extension of the new autonomous management policy was also vigor- 
ously promoted during 1988, to include more than half of Laos's 377 state 
enterprises. By midyear, 186 firms had switched to “socialist business ac- 
counting." Of those, 139 published statements showing that almost two- 
thirds had succeeded in raising income and productivity, though under 
half had increased tax returns to the government.? Incentive to perform is 
sharpened by the threat that those state enterprises which fail to show a 
profit may be sold off to private investors. Even so, change was slow and 
painful, for as Kaysone admitted, “the effects of old thinking, old mecha- 
nisms and old habits are still heavy . . . [and] the capability of cadres . . . 
limited."^ 

Additional economic reforms include effective control of inflation, intro- 
duction of a single exchange rate of 350 kip to the dollar, and a single price 
system. Provincial checkpoints have been abolished to promote regional 
trade, and a major banking reform is being implemented to permit the 
operation of autonomous commercial banks to loan to private and joint 
private-state enterprises. Since Lao industry does not have the capacity to 
produce the goods needed and the Vietnamese economy is in shambles, the 
Lao have turned to Thailand both for goods and investment. A new lib- 
eral investment code has been published, allowing 10096 foreign owner- 
ship for a period of fifteen years, or joint ventures with a minimum of 30% 
foreign capital. The code provides guarantees against nationalization, per- 
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mits remittance of salaries and profits, and allows for special tax conces- 
sions. Company tax has been set at 35% on profits of wholly foreign- 
owned firms, as against 20-30% for joint ventures. 

Results of the LPDR’s economic restructuring have been somewhat dis- 
appointing to date. The drought cut agricultural production, especially 
rice, for 1987-88, and a shortfall of 70,000 tons of milled rice was ex- 
pected. Forty thousand tons were donated by Western governments, pri- 
vate aid organizations, and international agencies, with enough from 
socialist states to meet the country’s requirements. Increased production 
to cover such emergencies would come through bringing a half million 
additional hectares of land into production by the year 2000, a nationwide 
agricultural conference was told.> Industrial production also fell, and 
Laos continued to run a massive trade deficit. Only timber production 
increased in 1987, but the reported annual loss of 300,000 hectares of for- 
est through slash-and-burn farming, if unchecked, threatens the future 
prosperity of the industry. The outlook is thus mixed, but in all events 
Laos is embarked on a major reorientation of development strategy which 
takes as its immediate model not the socialist orthodoxy of Vietnam but 
the consumer capitalism of Thailand. In this it is moving further and 
faster than Vietnam, with the evident encouragement of the Soviet Union. 
Even the most serious conflict with Thailand since formation of the LPDR 
was not enough to impede more than temporarily the blossoming “multi- 
form" relationship between the two states. In fact, the psychological vic- 
tory" gained by Laos in successfully standing up to superior Thai forces 
appears to have given the LPDR a boost of national self-confidence in its 
relations with its neighbor.® 


Turning to Thailand 
Not since the exchange of visits between leaders of the two countries in 
1979 have Lao-Thai relations been as positive as they became in 1988. Yet 
the year opened with heavy fighting along their frontier. As in the case of 
the 1984 “three villages" dispute, this conflict also erupted over differing 
interpretations of the 1907 treaty between Thailand and France defining 
the border between Sayaboury province in Laos and adjoining Thai prov- 
inces. The dispute arose when a Thai logging company working in the 
area apparently stopped bribing local Lao militia and began paying protec- 





5. Kaysone Phoumvihane, Speech to National Conference on Agriculture, Forestry, and 
Cooperatives, Vientiane, June 10, 1988, in Foreign Broadcast Information Service, Daily Re- 
port, East Asia (hereafter FBIS, DR/EA), June 13, 1988. 

6. “Thailand-Laos: Healing Strained Relations," The Nation Mid Year Review (Bangkok), 
June 1988, p. 102- 


84 ASIAN SURVEY, VOL. XXIX, NO. 1, JANUARY 1989 


tion money instead to a Thai paramilitary unit. When Lao forces at- 
tempted to curtail what was described as “illegal logging operations," 
troops of the Thai Third Army Region moved in to support the loggers. 
Beginning in mid-December 1987, the Thai began mounting increasingly 
massive artillery bombardments and air strikes against Lao troops dug in 
on the contested high ground, and in February two Thai fighter aircraft 
were shot down by Lao ground-to-air missile batteries. By then the cost to 
both sides was considerable. Thailand’s military expenditure stood at 
around 2 billion baht (US$80 million) and its casualties numbered 103 
dead and 802 wounded. According to Thai sources, Laos had suffered 340 

killed and 257 wounded. Both sides were ready for peace. , 

The ceasefire that came into effect February 19 was arranged between 
the LPDR. chief of staff, General Sisawat Keobounphan, and the Thai 
army commander, General Chaovalit Yonghaiyut, after former Thai 
Prime Minister Kriangsak Chamanan made two secret visits to Vientiane 
to meet with Kaysone.” Under the agreement both sides withdrew their 
forces three kilometers, effectively demilitarizing the contested area and 
preparing the way for a third round of the inconclusive border talks that 
have been going on since 1984. Preliminary talks between official delega- 
tions soon collapsed under the weight of mutual suspicion and recrimina- 
tion. However, this did not prevent the exchange of friendship visits 
between Lao and Thai military officers and their wives. But while com- 
radely warmth characterized relations between the two countries’ armed 
forces, Vientiane radio continued to criticize the Prem government and the 
Thai foreign ministry, and to accuse Thailand of continued support for - 
Lao insurgents. Not surprisingly, election of a new government in Thai- 
land was welcomed in Vientiane. 

But inability to agree even upon a modus operandi for delineation of 
their disputed common border was not permitted to interfere with bur- 
geoning economic relations between the two countries. Thailand reduced 
from 273 to 30 the list of “strategic” goods that Thai companies are forbid- 
den to trade with Laos, friendship markets sprang up to facilitate cross- 
border trade, and Thai businessmen took advantage of new, relaxed regu- 
lations on foreign investment and joint ventures.to invest in textiles (to get 
around U.S. quotas on Thai products), construction (the new Vientiane 
market, housing, hotels), transport (finance for import of vehicles), agri- 
culture (a rubber plantation), and tourism. In 1988 Laos was expected to 
import well above the 1987 figure of $33 million worth of Thai goods, 
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while exporting produce and electricity to the value of around $30 mil- 
lion.8 


China, the U.S., and Japan 

The LPDR also sought friendly relations with China and the West. A 
long, warmly-worded telegram welcomed China's national day, and the 
expected exchange of ambassadors took place. Improved relations were 
directly linked by Lao spokesmen to improved security as China termi- 
nated support for Lao insurgents.? Most Vietnamese troops have been qui- 
etly withdrawn from northern Laos, and a significant increase in the 
volume of cross-border barter trade has already been reported with 
China's Yunnan province.!? Economic relations are unlikely to progress 
much beyond this level in the foreseeable future, however, even given a 
resumption of limited Chinese aid. 

Relations with the United States did not register dramatic improvement, 
but Vientiane was sending all the right signals. Three areas of concern 
affect Lao-U.S. relations—A merican MIAs (servicemen still listed as 
missing-in-action during the Vietnam war), drug trafficking, and political 
prisoners. All were addressed to some extent in 1988. In February, re- 
mains of a number of American servicemen were handed over to the U.S. 
embassy, and in May a joint U.S.-Lao military team excavated the crash 
site of a reconnaissance aircraft in southern Laos, and another excavation 
was announced for December. In return, the U.S. has “acknowledged the 
legitimate humanitarian problems of Laos," and agreed to respond “within 
the limits of its capabilities.”!! No immediate resumption of other than 
U.S. emergency aid is foreseen, however. Another American concern that 
surfaced in 1988 was the production of opium and heroin in Laos. From 
around 50 tons of raw opium in the early 1980s, production has reportedly 
increased at least fourfold. A U.S. State Department report released in 
May implicated Laos in the illegal narcotics network, a charge the Lao 
government angrily rejected. Despite denials, however, direct proof of a 
Lao connection in international heroin trafficking came in August with the 
trial, conviction, and sentencing/expulsion of 50 persons (22 Thai of Chi- 
nese extraction, 13 Burmese, one Chinese national, and 14 Lao) accused of 
running an illegal heroin factory in Oudomxay province in northern Laos. 
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A massive 242.5 kgms. of heroin and 344 kgms. of raw opium were report- 
edly seized, and Lao authorities hailed the trial as vindicating their rejec- 
tion of American charges. As for political prisoners, of more than 10,000 
originally held, only an estimated 400 remain in Houaphan province, with 
some 2,000 still in the south working on state farms and construction 
sites.!? All northern detainees were due to be freed by the end of 1988. 
Termination of “political re-education” was part of the government’s effort 
to attract expatriates to return to Laos, either bringing much needed ex- 
pertise or with capital to invest. Remittances from Lao living abroad to 
family members in Laos presently amount to as much as $5 million annu- 
ally. 

There is little in Laos of interest to major U.S. companies, but the 
LPDR is making every effort to attract a diversity of investment in order 
to reduce reliance upon Thailand. Encouragement is being given to Aus- 
tralian, Swedish, French, and Japanese investment. Australia and Sweden 
continued their well-established aid programs, but important new initia- 
tives occurred in relations with France and Japan. In December 1987 
France’s deputy foreign minister paid the first official visit to Laos by a 
government minister since 1975. A second delegation from the French 
Foreign Ministry arrived in June to clear the way for a resumption of 
French aid, and a French conglomerate concluded agreements for invest- 
ment in joint ventures in trade, industry, and tourism. In March Lao For- 
eign Minister Phoune Sipaseuth paid his first official visit to Japan since 
the founding of the LPDR. Phoune obtained pledges of Japanese aid 
amounting to $3 million for construction of a river port for Vientiane with 
another $3.2 million toward agricultural projects. Repayment of a previ- 
ous loan of almost $3 million was waived. Phoune was told that the level 
of Japanese aid would be further increased once a settlement was reached 
in Kampuchea, and a Japanese parliamentary delegation which visited 
Laos in June indicated that Japanese aid would be doubled over the next 
five years from the present $7.2 million (900 million yen). 


Relations with the Socialist Bloc 
Despite the new Lao openness to the West, relations with Vietnam contin- 
ued to be close and friendly. Cooperation, both bilateral with Vietnam and 
trilateral among the three countries of Indochina, continued in everything 
from “political work” in the armed forces to economic planning and for- 
eign policy, and on every level from twinned provinces and municipalities 
to national governments and ruling parties. But the oppressively close 
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Lao-Vietnamese relationship which characterized the 1975-1985 period 
seems to have eased. Kaysone now sees himself as the senior surviving 
leader from the “thirty year revolutionary struggle," and the Lao are 
much less willing to accept Vietnamese advice given Vietnam's own polit- 
ical and economic problems. Certain other developments in 1988 suggest 
a loosening of Lao-Vietnamese ties. Actual troop withdrawals have not 
been publicized as in Kampuchea, but it is believed that at least half the 
estimated 40,000 to 50,000 Vietnamese troops have left. On the economic 
front, some barter agreements with Vietnam have apparently not been re- 
newed as provinces prefer to trade more profitably with Thailand. A third 
straw in the wind is Lao readiness to fall into line with the Soviet Union 
when differences exist between Moscow and Hanoi. A good example of 
this was Lao endorsement of the Soviet contention that since the Afghan 
and Kampuchean problems share certain similarities, similar solutions 
may be possible—a position Vietnam vehemently rejects.!? Despite this, 
however, Laos closely coordinated its approach to the Kampuchean prob- 
lem with both Hanoi and Phnom Penh. 

Lao relations with the USSR continued to be warm despite Soviet criti- 
cism of waste and inefficiency in the use of Soviet aid, which is about half 
the total foreign aid received by the LPDR. Kaysone paid a “working 
visit" to the USSR in September, where he met with Mikhail Gorbachev 
and gained the Soviet leader's endorsement for both the LPDR's economic 
reforms and its overtures to the West. Kaysone, for his part, pledged to 
increase economic cooperation with the USSR to reduce the massive trade 
imbalance. 


Political Developments 
Apart from the continuing debate over implementation of the New Eco- 
nomic Mechanism, the major political development in Laos in 1988 was 
the holding of the first elections since the regime came to power in 1975. 
Elections were scheduled on three levels—the first in June for local coun- 
cils, the second and third for provincial assemblies and for the Supreme 
People's Assembly (SPA) before the end of the year. Elections for the 79- 
member SPA will replace the National Congress of People's Representa- 
tives which has continued to sit, in the absence of any constitution, since 
being nominated in November 1975. The first order of business of an 
elected SPA is likely to be ratification of the new constitution that repre- 
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sentatives of the Drafting Committee have been discussing with Soviet ex- 
perts. !¢ 

In the first round, almost 1.8 million voters cast their ballots for a total 
of 4,462 candidates running for 2,410 seats in 910 local councils. In at 
least 360 seats, single candidates were elected unopposed. According to 
the Electoral Law, all candidates had to be “faithful to the country and 
socialism” and be “proposed” by the local branch of the Lao Front for 
National Construction.!? Only the Front was permitted to canvass votes 
for particular candidates, “with harmonious coordination from the party 
and state organizations . . . and national defense and public security main- 
tenance committees” (Article 4). By contrast, Article 8 states that “no - 
person or group of peoples is allowed to campaign in favour of any candi- 
date . . . [since] such a campaign can result in disturbances, thus violating 
the election regulations.” “Democracy” in Laos remains sharply circum- 
scribed. - 

A major reshuffle of government ministries occurred without public an- 
nouncement in 1988. Among other changes, a new State Committee for 
Economic Planning and Finance was formed, combining the former State 
Planning Committee and the Ministry of Finance. Chairman of the pow- 
erful new committee is Politburo member Sali Vongkahmsao, with Kham- 
sai Souphanouvong, son of the ailing LPDR president, as first deputy 
chairman. The foreign component of economic development strategy has _ 
been made the responsibility of a new State Committee for Foreign Eco- 
nomic Relations and Trade under Phao Bounnaphon as chairman. Phao 
was formerly Minister of Transport, Communications and Posts, where he 
has been replaced by Oudom Khatthi-gna, another up-and-coming polit- 
ical figure in Laos.!ó These changes in government structure and person- 
nel should be seen as additional confirmation that Laos is determined to 
press ahead with its new development strategy. How effective it proves to 
be and how relations with neighboring states, particularly Vietnam, are 
affected remains to be seen. 
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military affairs, his proposals to freeze air and naval deployments, as well 
as the offer not to increase nuclear weapons there, drew a critical Ameri- 
can response. American officials noted that the Russians had already 
deployed SS-25s, which could cover the same range of targets as the SS-20s 
that the INF Treaty would eliminate. As to a naval freeze, Moscow had 
already added forty vessels to its Far Eastern regional fleet in recent years, 
and its proposed cap would prevent Japan from responding to U.S. efforts 
to enhance its own defense. More generally, the United States depended 
on naval and air power to sustain its strategy of forward deployment, and 
found proposals to restrain these vital forces one-sided as long as the 
USSR had unimpaired use of its own rail lines.* 

The U.S. also wishes to focus on the overall increase in military power 
that Moscow has deployed to Northeast Asia where, it claims, one-third of 
Soviet forces are now located. Washington further stresses the large-scale 
military aid given by the USSR to North Korea and Vietnam, thus en- 
hancing their potential for destabilizing activities. These policies, the 
United States avers, generate concern among the states of the region. Sim- 
ilarly, the Russian proposal to “give up the naval material and technical 
support” at Cam Ranh Bay in Vietnam “if the U.S. eliminates its military 
bases” in the Philippines, has been rejected as so asymmetrical as to be 
mischievous, since the Russian facilities are much smaller and of less stra- 
tegic significance than the American installations. In this regard, it is 
interesting to note that Philippine President Aquino refused to be drawn 
into this matter by noting that it was something for the superpowers to 
consider and was not a Philippine issue. 


Security Issues 
At the level of specific issues, the year went fairly well for the United 
States. The most outstanding achievement was the Soviet decision to leave 
Afghanistan, under an agreement reached on April 14 in Geneva. Mos- 
cow completed the withdrawal of half its 115,000 forces on schedule by 
August 15, but in October it announced it would suspend its withdrawal, 
scheduled for completion by February 15, 1989, because Pakistan was con- 
tinuing to aid the guerrillas in violation of the agreement between Is- 
lamabad and Kabul not to interfere in each other’s affairs. The United 
States, as a co-guarantor along with the USSR of the April agreement, had 
from the outset reserved the right to continue to aid the guerrillas as long 
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as Moscow sent military assistance to the Kabul regime. The Soviets fo- 
cused their ire on Pakistan in justifying their action, as the Afghan govern- 
ment's military position worsened in the wake of Russian troop 
departures. For its part, Washington expressed dismay at the array of 
modern Soviet equipment employed in the war during the fall—SU-24 
fighter-bombers, MiG-27 fighters, Backfire bombers—and the transfer of 
SCUD-1 missiles to the Afghan forces. The U.S. hoped that these moves 
were motivated by a determination to resume.the departure, while afford- 
ing some breathing room to the Afghan regime by keeping the guerrillas in 
check for a reasonable interval. 

The April agreement also provided for the safe return of some five mil- 
lion refugees and the creation of a broadly besed Afghan government, 
commitments that will be difficult to fulfill even under the best conditions. 
These refugees are loath to return as long as fighting remains intense and 
the mine-strewn countryside is not at least partially cleared. The antago- 
nism between Kabul and the guerrillas, hostility oetween the fundamental- 
ist and secular guerrilla forces, and traditional distrust of any central 
government do not bode well for the establishment of a compromise re- 
gime. 

The Cambodian situation has many parallel features but in some ways is 
more hopeful. Vietnam announced withdrawal in December of 50,000 of 
its approximately 120,000 troops in Cambodia, and avers that all will be 
gone by early 1990, if not sooner. The rival guerrilla forces (of Prince 
Sihanouk, Son Sann, and the Khmer Rouge) are also having trouble work- 
ing together, and as a group remain hostile to the Hanoi-supported regime 
in Phnom Penh. However, in this case the rival forces at least are negoti- 
ating, the U.N. is more critically involved, and Cambodia's regional neigh- 
bors—China and the ASEAN states—are committed to a settlement. The 
United States has supported all these positive aspects, including a United 
Nations international peacekeeping force to help guarantee any settle- 
ment. America's basic goals are to achieve the withdrawal of all 
Vietnamese forces, while preventing the Khmer Rouge from regaining 
control over the country. These points received heavy emphasis by Secre- 
tary Shultz in his meetings with the ASEAN countries and the Chinese, 
who in turn concurred in their opposition to the Khmer Rouge returning 
to power. For its part, the U.S. continues to keep diplomatic and eco- 
nomic pressure on Vietnam in a joint effort with ASEAN under a policy of 
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“no trade, no aid, and no normal relations” with Vietnam so as to achieve 
a political settlement and an end to the occupation.” 

The outline of a negotiating process favored by the United States in- 
cluded consideration of the following: A Vietnamese withdrawal, the 
structure of a new government in Phnom Penh, outside support to the 
non-Communist groups, an international force to maintain order, and a 
voting process to insure free elections. At the same time, the United States 
opposed getting in to much detail on any of these matters before negotia- 
tions actually got under way. The four factions—the three guerrilla 
groups along with the regime in Phnom Penh—did meet in midyear, but a 
later session was boycotted by the Khmer Rouge. Indications are that a 
settlement incorporating all groups, but which excludes the Vietnamese 
and also constrains Khmer Rouge power, will be exceedingly difficult to 
attain despite apparent Chinese interest in an equitable settlement that 
does not result in Khmer Rouge domination.® 

Meanwhile, U.S. aid to the two non-Communist factions led by Siha- 
nouk and Son Sann has been increasing yearly. In addition to the $3.5 
million approved annually by Congress since 1982, the United States has 
been providing covert but nonlethal aid, amounting to $5 million in 1982 
and rising to $12 million or more in the last few years. A scandal involv- 
ing Thai officials and businessmen, leading to the theft of perhaps $3.5 
million, has brought about tighter American controls and a reduction of 
covert aid to $8 million at present. These transfer problems also raise diffi- 
culties for the United States in its plan to triple the $3.5 million annual 
congressional appropriation for the non-Communist factions.? The more 
profound problem is the stronger military capability of the Khmer Rouge 
and the difficulty in preventing it from gaining dominance in any govern- 
ment unless checked by an effective and authoritative international pres- 
ence in Cambodia. 

Negotiations over the U.S. bases in the Philippines also moved forward 
during the 1988 review of a 1966 agreement. Its fixed term concludes in 
1991, at which time the U.S. use of Subic Bay and Clark Field can be 
extended—probably with modifications—or terminated with one year’s 
notice. The 1988 agreement, to cover 1989-91, provides for an annual 
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compensation package of $481 million, of which $200 million will be in 
military aid. The United States also promised to expedite delivery of re- 
cent aid-allocations that have been held up by disputes over how to spend 
the money. Washington also reluctantly agreed to allow Manila to use 
part of the new economic support funds to reduce its $28 billion foreign 
debt. Export credits and investment guarantees of up to $500 million will 
also be available to the Philippines through September 30, 1991. 

The issue of compensation was the main source of contention and the 
main reason why the negotiations took six months, at times becoming acri- 
monious. The nuclear weapons question, however, may have been more 
significant. Opponents of the agreement have sought to have these weap- 
ons banned completely, whereas the United States was determined to ad- 
here to its global policy of neither confirming nor denying their presence. 
Under the 1988 arrangement, Manila now has the authority to prohibit the 
storage or installation of nuclear weapons on Philippine territory. Since 
this provision does not apply to aircraft or naval vessels, it satisfies mini- 
mal U.S. security requirements and does not affect the no-confirmation-no- 
denial policy. Philippine critics of the arrangement, while faulting their 
government’s failure to obtain the $1.2 billion annual amount it originally 
sought, expressed their most vehement hostility toward the nuclear com- 
promise and will focus on this point in opposing a post-1991 extension. !° 

The United States did not fare as well in its effort to halt Chinese missile 
sales to Southwest Asia. Although Beijing had yielded to U.S. pressures— 
primarily a temporary halt in high technology exports—to stop the sale of 
the Silkworm missile to Iran, it resisted American efforts to reverse the 
completed sale of the East Wind 3 1600-mile missile to Saudi Arabia. Nor 
did it indicate a willingness to back off from the sale of the 375-mile M-9 
missile to Syria. Though China claimed that it was not a big arms seller by 
world standards, it had become the fifth largest arms supplier to the devel- 
oping world. Despite his inability to receive a commitment from Foreign 
Minister Qian Qichen to change course, Secretary Schultz indicated that 
the United States had no intention of penalizing China over the arms sales. 
In fact, the U.S. went along with the decision of the 16-nation Coordinat- 
ing Committee for Multilateral Export Control to relax restrictions on 
high-technology exports to China despite an effort by 113 members of 
Congress to have the United States warn China that future cooperation in 
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high-technology transfers would be jeopardized if it did not stop its Middle 
East arms sales.!! 

In part, U.S. reluctance to press the matter stemmed from the failure of 
its Western allies to issue statements of concern about the spread of Chi- 
nese missiles, which Washington believed created a broad enough threat to 
warrant taking remedial measures. Further, the United States did not 
wish to act alone against Beijing, especially at a time when Sino-Soviet 
relations were improving. The two Communist powers appear to be mak- 
ing progress in resolving disputes over their eastern boundary, and the 
Chinese did not issue a formal protest—though they expressed considera- 
ble displeasure in early November—over the suspension of Soviet troop 
withdrawals from Afghanistan. With bilateral economic and cultural ac- 
tivities on the rise and an exchange of foreign minister visits scheduled as a 
prelude to a Deng-Gorbachev summit meeting in the spring of 1989, the 
United States did not believe it worthwhile to press the missile-sale issue 
further. 


Strains with Korea 
U.S. relations with South Korea became more complex throughout the 
year, impacted as they were by the inevitable difficulty of establishing a 
working democracy in Seoul, concern over the security of the Olympic 
Games, increased friction over trade, and the need to settle upon a new 
approach to North Korea. 

The United States expressed great satisfaction with the evolution of 
democratic government in South Korea, and Secretary Shultz met with all 
the opposition leaders as well as President Roh in his midyear visit to 
Seoul. He emphasized American support for the democratization process, 
expressed concern over the fragility of the new system, and urged adher- 
ence to this course despite the difficulties that accompany such rough-and- 
tumble politics. In particular, the United States noted that the country's 
main requirements were to develop a working relationship between the 
executive and legislative branches, increase local autonomy, and improve 
Seoul's human rights record. While calling on the Koreans to exercise 
self-discipline and responsibility, the secretary also tried to avoid appear- 
ing patronizing or to be interfering in Korea's internal affairs. 

The new democratic era was also accompanied by a rise in anti-Ameri- 
canism, especially on the part of militant students who blamed Washing- 
ton for having propped up autocratic leaders in the past. They also 
accused the United States of responsibility for the 1945 partition of the 
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country, as well as for remaining an impediment to reunification by keep- 
ing 43,000 troops in the land. The secretary welcomed an open debate and 
a reexamination of the relationship, adding that U.S. forces would stay 
only “as long as the people and governments of both the United States and 
the ROK deem them necessary to insure peace."!? With North Korean 
relations still difficult at best, and the Soviet Union arming Pyongyang 
with advanced aircraft and surface-to-air missiles that could reach South 
Korea, the security ties between Washington and Seoul retained sufficient 
support in both nations to remain on their traditional course, although the 
new political context portended further challenges in the future. 

The United States also mounted a series of sharp criticisms of what it 
describes as South Korea's unfair trade practices, though it recognized 
that this stand could add to rising anti-American sentiment. The United 
States was particularly disturbed because its unfavorable trade balance 
with South Korea ran at about $10 billion in 1987. Through August 1988, 
it was already at $6.4 billion, about the same as the previous year. Since 
South Korea, Taiwan, Singapore, and Hong Kong now account for 7.496 
of world trade (or triple their share in 1970) and held a combined trade 
surplus with the United States of $34.8 billion in 1987, the American gov- 
ernment repeatedly called on them to take their place among the industrial 
nations and to assume new obligations to their trading partners.!? The list 
of American trade complaints and the number of prospective U.S. actions 
against South Korea were quite striking. These included investigations 
into charges that Seoul was blocking wine imports and abusing patents; 
practicing excessive protectionism against agricultural, beef, and telecom- 
munication imports; and hindering the growth of American banking, in- 
surance, and advertising services. The film industry in particular 
complained of unfair business practices against American exports and also 
accused Seoul of tolerating piracy of American films in South Korea's 
home video market. A complaint under Section 301 of the 1974 Trade Act 
could lead to an investigation, formal charges, and possible U.S. retalia- 
tion. The Koreans in turn point to the $30 billion that they owe the banks 
of the industrialized states and argue that they must continue to export if 
they are to sustain efforts to reduce this burden. They also warn that pres- 
sure to adopt liberal trading and currency policies—in response to accusa- 
tions of currency manipulation to keep the won from rising against the 


12. Ibid., July 18, 1988. 

13. Taiwan's trade surplus with the U.S. in 1987 came to $17.5 billion, more than South 
Korea's $9.5 billion, Hong Kong's $5.8 billion or Singapore's $2 billion. Japan's favorable 
balance was $57 billion. U.S. Department of Commerce, Survey of Current Business, 68:3 
(March 1988), pp. 42-43. 
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dollar—would stir political hostility in the country and strengthen the 
political opposition just as South Korea is trying to strengthen its demo- 
cratic processes. 

On the diplomatic front, President Roh has been anxious to expand con- 
tacts with the North and bring Pyongyang out of its isolation. Toward 
this end, he urged the United States to make some overtures, even though 
Pyongyang rejected his six-point proposal to improve relations. The 
United States promised in midyear to consider such steps after the Olym- 
pics. It later announced what it considered to be symbolically important 
steps toward opening diplomatic and trade contacts with North Korea in 
conjunction with President Roh’s visit to the United States in October. 
Building on earlier initiatives in the spring of 1987 to allow diplomatic 
meetings and to ease visa restrictions—steps cancelled in the wake of the 
terror bombing of a South Korean airliner later that year—the United 
States again authorized its diplomats to have substantive discussions with 
North Koreans in neutral settings and also encouraged unofficial North 
Korean visits to the United States for sports, academic, and cultural pur- 
poses. Washington also eased travel restrictions to North Korea and per- 
mitted “limited commercial export of humanitarian goods” including 
food, clothing, medical supplies, hand tools, and small agricultural imple- 
ments. !4 

North Korea, in turn, continues to insist on the complete withdrawal of 
U.S. forces from the peninsula if the area is to return to normalcy. The 
United States, for its part, seeks the return of the remains of 8,177 Ameri- 
cans unaccounted for in the Korean War, the elimination of “vicious anti- 
American propaganda,” a reduction of tension in the DMZ, and credible 
assurances that Pyongyang has abandoned terror as an instrument of state 
policy. At present, a state of belligerence still exists between Washington 
and Pyongyang, and the United States will not permit general trade with 
North Korea since it remains on the American list of states that support or 
are engaged in international terrorism. 


Uncertainty in Pakistan 
The Soviet decision in April to withdraw from Afghanistan and the death 
of President Zia in August place United States relations with Pakistan on 
an uncertain course.!? Zia had been a staunch supporter of the guerrilla 
movement, and it was unclear how far his successors would go in adhering 





14. New York Times, November 1, 1988. 

15. Pakistan viewed the crash as an act of sabotage, a conclusion which the U.S. attributed 
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to this course in the face of unpredictable adversity. The accession to 
power of Benazir Bhutto at the head of a coalition government following 
the November elections made this issue even more acute since Zia's oppo- 
nents had repeatedly expressed concern over the cost of involvement in the 
struggle and the drawbacks of too close an association with the United 
States. For its part the United States saw in Zia's death the loss of a strong 
ally and a key actor in the Afghan drama; his Geath was greeted with relief 
‘in both Kabul and Moscow. On the other hand, the United States also had 
serious problems with Zia: his dictatorial ways and his reluctance to share 
power, his profundamentalist orientation and support of Afghan guerrillas 
of that persuasion, and his commitment to making Pakistan a nuclear 
power. A continued Soviet withdrawal and a reduced need for access 
through Pakistan to supply guerrillas, who were already well armed, could 
bring about a reduction in unquestioning American support for Islamabad 
that might parallel Pakistan's own reluctance to follow the pro-U.S. path 
of recent years. 

Much then depends on the course of events in Afghanistan and on the 
evolution of Pakistan's politics. In the short term, the United States 
quickly reassured the new Pakistani government under President Ghulam 
Ishaq Khan of its support, and dispatched a new ambassador immediately 
to take the place of his predecessor who died with Zia in the August plane 
crash. The nuclear question, however, remains to be resolved. In 1987 
Congress, after first voting to cut off aid, allowed it to go forward on the 
- basis of a presidential waiver that Pakistan did not have a nuclear device. 
Once again the president must certify to Congress that Pakistan does not 
have nuclear weapons, at a time of great uncertainty in Afghanistan and 
when the nature and future policy course of a new Pakistani government 
are in an evolutionary stage. 


Slow Progress in Vietnam 
Relations with Hanoi continued to evolve along well-worn tracks at the 
very slow pace that has become so characteristic in recent years. The U.S. 
was still seeking an increase in departures of former political prisoners, 
relatives of those already living in the West, and children fathered by 
American soldiers. It also sought to conclude as expeditiously as possible 
investigations into the fate of the 1,758 American soldiers listed as missing 
in Vietnam. (There were also 547 unaccounted in Laos, 83 in Cambodia, 
and six in China.) Of this total, half are recorded as killed in action with 
their bodies not recovered. Hanoi agreed to joint efforts such as field in- 
vestigations, surveys, and excavations to.expedite resolution of the pris- 
oner-of-war and missing-in-action issues. At the end of August, Hanoi 
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formally concurred in these efforts, which were then conducted for the first 
time in the countryside by experts from both countries. 

Although Vietnam wished to use these searches as a bridge to better 
relations, the United States insisted that this was a humanitarian issue un- 
related to bilateral political questions, and that normalization of relations 
was a separate matter that could only be dealt with upon Vietnam’s com- 
plete departure from Cambodia.!© The United States also had some suc- 
cess in keeping a Western and ASEAN aid and trade boycott in place. 
Without citing a specific political linkage to the clarification of the fate of 
missing American combatants, the United States has also held that Hanoi 
had to do better to create “a proper climate" for improved relations.!? 

In July, Vietnam also agreed to permit the migration to the United 
States of former inmates of reeducation camps under special visas, but it 
backed out of this undertaking the next month. By October Hanoi had 
resumed the Orderly Departure Program (ODP) and allowed 23,000 to 
emigrate legally by year's end. This is about twice the rate of 1987 and 
does include some political prisoners as well as those with relatives in the 
United States. American officials attribute this more flexible policy to Ha- 
noi's perceived need to end its isolation from non-Communist nations. It 
sorely needs foreign assistance in light of intense impoverishment, espe- 
cially at a time when Moscow may be reducing its economic support, now 
at an annual level of $3 billion.!? 

The United States has also decided to receive more refugees from abroad 
while offering less material help. For 1989 Congress provided money for 
68,500 with benefits up to 31 months; the administration has now decided 
to accept 90,000 but, given an aid ceiling, with benefits for only 24 months. 
Of these, 53,080 would be Asian, including 25,000 directly from Vietnam. 
The other Asians would be from first-asylum countries like Thailand who 
are losing patience with the Western nations that have not fulfilled their 
promises to resettle the boat people who have fled Indochina. Since 1975, 
about 1.5 million Indochinese refugees have been resettled, including 
821,000 in the United States. However, the U.S. numbers have been stead- 
ily declining, from 36,000 in 1986, to 32,000 in 1987, and a projected 
29,500 for 1988, partly because of efforts to give priority to Central Ameri- 
can and African refugees. 

Vietnam's Asian neighbors have called for an international conference 
to halt the unregulated exodus of refugees from Indochina, but the United 
States has been reluctant to support this step for fear that the meeting 
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would highlight the differences between the states giving temporary asy- 
lum and the resettlement countries. (Canada has taken 116,000, Australia 
114,000, France 103,000. Japan has accepted only 2,714, but has made 
major financial contributions.) The publics in resettlement lands favor an 
end to this process, and the Western governments believe that the refugees 
are fleeing poverty rather than political persecution. The outcome of a 
public discussion might therefore be a canceliation of all commitments. 
Caught between its Eastern and Western allies, the United States recog- 
nized that the present strategy of dealing with Indochina's refugees is not 
working, and is now considering an effort to have Vietnam repatriate those 
who would go back voluntarily. In.sum, the present arrangement encour- 
ages the illegal exodus of economic migrants end undermines the system 
Washington has set up to handle political refugees in an orderly and legal 
way. It would seem that all parties would benefit from the eventual nor- 
malization of relations with Hanoi and from Vietnam improving the eco- 
nomic condition of its populace. 
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If 1987 was “‘a year of major effort” for the Soviet 
Union in Asia, then 1988 was a year of reward. Nevertheless, 1988 was 
also a year of living dangerously, because once on the road to reform the 
risks of taking a breather or even wandering down sidetracks grew greater. 
As the year came to a close with Mikhail Gorbachev in India and a trip to 
China planned for the first half of 1989, the rewards of foreign policy per- 
estroika were clear to see. But the sustainability of Soviet initiatives in the 
region sooner or later comes down to the success or failure in domestic 
reforms. 


Finding the Key to Normalized Sino- 

Soviet Relations 
The year began with rumors of a Sino-Soviet summit. The Soviet Union 
tried to nudge China into this ultimate sign of normalized relations, and 
Moscow was aware that Beijing was running out of excuses for delay. By 
October, the Chinese had apparently given in and agreed to a summit 
meeting in the first half of 1989. What happened in between to bring about 
the change? 

To some extent, the answer is that nothing much changed apart from 
more of the same. The more serious the Soviet Union seemed about re- 
form and the more preoccupied it was with domestic modernization, the 
more China perceived the Soviet threat to be fading. Gorbachev won a 
series of domestic leadership contests, all of which convinced China that 
he would be around for a while and was more capable than ever of pursu- 
ing his reform policy. The special Soviet party conference in early summer 
brought about a clear Chinese perception that Gorbachev was serious. 
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The autumn clear-out of most of the old party hacks and Gorbachev's 
assumption of the presidency made it possible to invite the Soviet leader in 
his capacity as state, rather than party, leader. f 

While reforms at home were the main impetus for Sino-Soviet detente, 
the Soviet Union did change its foreign policy in a way that China found 
favorable. First, there was the decision to pull out of Afghanistan without 
any serious guarantees about the future. The Soviet occupation of Afghan- 
istan was one of China’s so-called “three obstacles” to normalized rela- 
tions. Although Gorbachev clearly kicked the obstacle aside for other 
reasons, he was fully aware of the impact on China. 

Second, the Soviet Union then turned up the heat on Vietnam to with- 
draw from Kampuchea—the second and most serious of the three obsta- 
cles. Vietnam was not pleased with the implications of the Afghan pullout 
for its own hegemonic policies, and it certainly was not pleased when So- 
viet officials drew explicit parallels for their Vietnamese comrades. Soviet 
and Chinese officials met in September for the first-ever bilateral discus- 
sions about the Kampuchean problem. Although the Soviet Union did not 
convince China that it had done all it could to drag Vietnam out of 
Kampuchea, China was clearly impressed that Moscow was sending the 
correct messages to Hanoi. What was perhaps more convincing to China 
was that during the Chinese military operations against Vietnamese forces 
in the Spratly Islands in March, the Soviet Union pointedly refrained from 
supporting its Vietnamese ally. For the Chinese, looking for firm benefits 
from Sino-Soviet detente, the proof was provided. Without Soviet absten- 
tion, China could not have routed the Vietnamese forces. 

Third, along the Sino-Soviet frontier, the improvement of relations was 
even more evident. After a trade slump in 1987 because of the dislocations 
caused by reforms in both Communist states, 1988 saw trade increase by a 
third. Local, cross-border trade especially was expanding quickly. The 
USSR was. helping build a second Chinese railway to the frontier, and 
agreement was reached for 10,000 Chinese to come to work in Soviet farms 
and factories in the Far East. Tourists flocked both ways across the bor- 
der, and local trade of machinery for food and light industrial products 
was more active than at any point since 1960. Even the negotiations about 
the river frontier reportedly made swift progress and joint aerial mapping 
was undertaken. 

The weight of these changes might not have been enough to lure China 
into normalizing relations with the Soviet Union if it were not at a time of 
superpower detente. Although the INF agreement had a limited impact in 
the Pacific, the Soviet Union did agree to destroy its land-based INF mis- 
siles in the region without matching concessions from anyone else. More 
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broadly, with all the fuss about superpower summits, China felt the West 
was less likely to be upset about a Sino-Soviet summit. The old excuse 
about “not wanting to upset Western investors” disappeared when West- 
ern investors were once again allowed to think about investing in the So- 
viet Union. With imminent official normalization of Sino-Soviet relations, 
a new agenda was being identified for this, the second most important stra- 
tegic relationship in the modern balance of power.! 


Japan: The Ever-So-Gentle Thaw 
In 1986 there was Mikhail Gorbachev’s Vladivostok speech. In 1988 there 
was his Krasnoyarsk initiative. Although the latest speech offered no new 
concrete concessions as in 1986, the direction of Soviet interest was clear— 
Northeast Asia. While China is the main Northeast Asian actor in the 
Soviet perspective, Japan is not far behind. 

While 1987 was a nasty year for Soviet-Japanese relations, what with the 
Toshiba case, SDI, and the Soviet preoccupation with China, 1988 saw 
some new Soviet thinking on Japan, and there was a growing sense of real- 
ism and respect across the Sea of Japan.? A number of Soviet delegations 
made the short trip across the water to show that Japan too could benefit 
from improved relations with the Soviet Union. Japanese public opinion 
polls showed a rise in the favorable view of the Soviet Union, and trade 
delegations explored the possibilities for trade and joint ventures. 

Even on the vexing issue of the Northern Territories, some Soviet offi- 
cials dropped tantalizing hints of just how flexible Moscow might be. 
E.M. Primakov discussed joint ventures on the territories and reportedly 
even talked of a “lease-back” deal for some of the islands. Other Soviet 
officials even spoke of deals about southern Sakhalin. Although it seemed 
clear that the Soviet Union had yet to evolve a clear policy on the islands, 
what was clear in the interim was that new thinking in foreign policy did 
include the territorial issue. Anyone learning the lessons of the Sino-Soviet 
detente would see that even territorial issues and supposedly firm matters 
of principle can be finessed by fancy diplomacy. 

Once again, the improved superpower relationship has helped ease the 
Japanese attitude to Gorbachev. Deals become possible when American 
officials suddenly wax eloquent about their "friends in the Soviet Union," 
and in November Mitsubishi led a Japanese consortium in negotiating a 
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multibillion dollar investment scheme in Siberia. Gorbachev and his advi- 
sors increasingly praise Japan’s economic success and the lessons its expe- 
rience provides for a Soviet Union in search of the secret of modernization. 
With the imminent normalization of Sino-Soviet ties, Japan may well be 
next in line for the Gorbachev treatment. 


The NICs and Pacific Cooperation 

But even Soviet specialists about Japan have grown cautious about the 
speed at which relations with Japan can be normalized. The extent of the 
debate was evident at the Soviet Academy of Sciences conference held Sep- 
tember 30—October 3 in Vladivostok. The Soviet Union opened the city 
for a weekend in order to discuss Pacific cooperation and demonstrate 
some new Soviet ideas about the region.? One of the most striking conclu- 
sions from the conference, as trailed in Gorbachev’s Krasnoyarsk speech, 
was the desire to attract investment and trade from the Newly Industrial- 
ized Countries (NICs). The NICs, until recently, have mostly been off- 
limits to Soviet strategists. South Korea was the sworn enemy of the So- 
viet ally in the North, Taiwan and Hong Kong were taboo if detente was 
desired with China, and only Singapore was available for business. But 
nearly all has now changed. 

Soviet sportsmen swept all before them at the Seoul Olympics. Along 
with the gymnasts and swimmers came trade officials and academics. The 
once indirect trade, valued at about $300 million in 1987, was now travel- 
ing direct and the figure was bound to grow.* At the Vladivostok confer- 
ence, Soviet officials were even more keen on the possibilities for Soviet- 
South Korean trade than they were about Soviet-Japanese trade. They 
spoke of “structural compatibilities” as being better with the NICs than 
with the more advanced Japanese economy. South Korea needs Soviet 
raw materials and could invest in joint ventures and help establish light 
industrial enterprises in the Soviet Far East. 

As Chinese trade with South Korea has shown, there is a great deal that 
can be done on a pragmatic basis between the seemingly ideologically op- 
posed states in Northeast Asia. South Korea is anxious to diversify its 
trade pattern and seek ways to influence North Korea. The North is feel- 
ing the pinch when both its allies shove it into reform and fall over them- 
selves to do business with South Korea. The North Koreans remain very 
much out of touch with the wave of reform sweeping the Communist 
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world, but they cannot help but notice that the Soviet Union is bound to 
build new friendships with South Korea. 

Soviet calculations on doing business with the NICs extends beyond 
Northeast Asia to Taiwan and Singapore, but with less force and urgency. 
Singapore, of course, remains the Soviet Union’s favored base in Southeast 
Asia, but it obviously still has far less need for Soviet raw material exports. 
It can serve as a key partner in joint ventures, and investment in special 
economic zones might well follow. Yet Singapore, like other developed 
societies in the global system of market.economies, remains to be con- 
vinced that the Soviet plans for opening up to the Pacific economy will 
come to fruition. But like nearly every member in the Pacific Economic 
Cooperation Conference (PECC), Singapore now seems willing to accept 
Soviet membership. Only Japan and the United States now stand in the 
way of full Soviet participation in this still fragile regional, nongovernmen- 
tal organization. 

The PECC allowed the newly formed Soviet national committee on Pa- 
cific cooperation to attend its May meeting in Osaka as “a guest." Soviet 
participation in some of the working groups is already underway and 
Western participants agree that the Soviet Union has made a good first 
impression. There are some voices in the Soviet Union, most vocally ex- 
pressed at the Vladivostok meeting, who argue that the USSR should be 
allowed full membership at an early date. The more pragmatic and seem- 
ingly more influential officials, however, are taking a lower key approach 
in an effort to woo the West with quiet diplomacy. They recognize that 
the Soviet Union has only recently shifted to a more positive attitude to- 
wards the PECC, and in any case it has to show it can develop its own Far 
Eastern region as a base for participation in Pacific cooperation. The latter 
process is expected to be protracted. 


Drift from the Asian Allies 
With all this courting of capitalists, the Soviet Union has been revising its 
attitude towards its six socialist allies in Asia. Vietnam and Afghanistan 
have been at the sharpest end of the new Soviet policy, but the message is 
clear to all of them—this is the age of reform. 

In East Asia the Soviet Union has recognized for a number of years that 
its support for the Vietnamese occupation of Kampuchea was a major 
problem for Soviet diplomacy in the region. Not only was Vietnam an 
economic burden at a time of Soviet stringency at home, but it was a polit- 
ical burden when Moscow was seeking new friends in East Asia. The 
problem for Moscow was how to reduce the burdens while not losing the 
advantages of new friends in Indochina and military bases in Vietnam. 
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The dilemma was eased by a number of factors in 1988. First, China made 
it clear that normalized relations were not possible without clear signs of 
Soviet pressure on Vietnam to withdraw from Kampuchea, and China was 
clearly the main target of the new Soviet diplomacy in Asia. Second, the 
Soviet Union itself had decided to withdraw from Afghanistan and, having 
made that sacrifice, saw little reason why it should continue to bear the 
burden of Vietnamese adventurism in Kampuchea. Vietnam resisted the 
analogy and then gave in to Soviet pressure. 

Third, the Soviet Union also looked again at the importance of its mili- 
tary bases in Vietnam. At a time when Soviet military operations in the 
Pacific, as elsewhere, were being cut back, the importance of these bases 
declined. To be sure, Moscow was not willing to simply surrender its hard 
won staging posts between Vladivostok and the Indian Ocean. But it rec- 
ognized that it could make use of its reduced military needs to score some 
political points. Hence the Gorbachev offer at Krasnoyarsk, restating an 
earlier suggestion, that the Soviet Union would leave Cam Ranh Bay if the 
Americans left their bases in the Philippines. The Soviet Union never ex- 
pected that the offer would be taken up, but it made a telling point in 
Southeast Asia. If the Soviet bases were such a threat to Western security, 
then why not trade bases? Of course, the Soviet facilities were never as 
important as the American ones, but Gorbachev's offer ensured that there 
would now be far less talk about the threat posed by these Soviet bases. 
Also, at a time when the Philippines was playing politics with the negotia- 
tions for the renewal of the American basing rights, the Gorbachev offer 
was well-timed. 

The new Soviet strategy in Indochina has clearly been a success. South- 
east Asian leaders continue to flock to Moscow to explore new possibilities 
of improved relations with the USSR. With the Chinese operation in the 
Spratly Islands earlier in the spring, many in the region began to see China 
as a greater threat, and at a time of a reduced Soviet military threat. 
Above all the Soviet Union was seen as having pushed Vietnam into taking 
part in the Bogor “cocktail party" negotiations on Kampuchea. Although 
the negotiations did not result in any specific breakthrough, it was clear 
that the very holding of the meeting was a success. In fact, the progress on 
Kampuchea was merely part of a broader Soviet desire to see regional con- 
flicts, from Angola to Korea, being wound down. While the Soviet Union 
could not "deliver" Vietnam to the negotiating table, it could be very per- 
suasive. 

Moscow was so successful in this strategy that the pace of the talks, and 
the shift in Prince Sihanouk's policies, made it clear that China was the 
main great power holding up a settlement. The Chinese were slow to back 
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down from supporting the Khmer Rouge, and nearly all the parties at 
Bogor agreed that the Khmer Rouge were the problem preventing the cre- 
ation of an interim coalition government. Eventually, China did seem to 
shift enough to indicate that it would reduce support for the Khmer Rouge 
and would leave itself hostage to the mercurial policies of the Prince. The 
Sino-Soviet talks on Kampuchea did not result in a firm deal on 
Kampuchea either, but at year’s end Vietnam had fewer troops in 
Kampuchea than at any point in nearly a decade and the trend was clearly 
toward a complete withdrawal by the first quarter of 1990. 

This awkward but still successful Soviet shoving of its allies was evident 
to a lesser extent in Soviet-North Korean relations. It is hard to be sure 
why North Korea did not disrupt the Seoul Olympics, but Soviet and Chi- 
nese pressure had a great deal to do with the calm. At a time of Sino- 
Soviet detente, North Korea could not play off one ally against the other. 
Even the United States formally thanked the Soviet Union for its construc- 
tive role during the Olympic period, and Japanese officials were also im- 
pressed at the stable role played by Moscow in this most sensitive of 
regions. 

As has already been explained, there are strong political and economic 
reasons for the Soviet opening to South Korea. There are also strong rea- 
sons for dissatisfaction with North Korea. Pyongyang stands out as the 
ally least interested in reform. Moscow is obviously not pleased and 
openly mocks its ally. One leading Soviet official at the Vladivostok meet- 
ing explained the presence of ten North Koreans with the quip that “one 
was here to attend the meeting, and the other nine were here to watch the 
Seoul Olympics on television." More seriously, the Soviet Union en- 
couraged Hungary to establish formal political relations with Seoul, much 
to the fury of the North Koreans. The language during the forthcoming 
visit of President Gorbachev to North. Korea will no doubt be more polite 
in public. But as the rough Soviet treatment handed out to Romanian 
President Ceacescu shows, the Soviet Union is now more willing to take its 
allies to task. It is a safe bet that one will not need many Kremlinological 
skills to decipher the extent of the Soviet-North Korean differences at their 
soon-to-be-held summit. 


Retreat from South Asia 
As was noted in last year’s survey, the Soviet occupation of Afghanistan 
has consistently been the single greatest problem for the Soviet Union in 
Asia over the past decade. The Soviet Union poured thousands of troops 
and billions of rubles into the bottomless pit, but with decreasing prospect 
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that the Afghan regime could be consolidated and the rebels subdued.° 
The problem for Gorbachev and the Soviet armed forces was to know 
when to cut their losses. Most observers had become so wrapped up in the 
details of Soviet and rebel military strategies that it became difficult to see 
the broader and shifting political forces. It is hard to point to any particu- 
lar reason for the Soviet Union to finally decide to withdraw from Afghan- 
istan; it was more like a gently boiling pot whose water gradually reached 
the lip. Although Moscow did notionally negotiate the withdrawal of its 
forces, neither the Americans, Pakistanis, nor Afghan rebels really agreed 
to anything of substance. In the end, the Soviet Union's withdrawal is 
unilateral, and risky. 

Of course, the Soviet strategy had been to negotiate a peaceful transfer 
of power to a Moscow-dominated coalition government. Since the Soviet 
troops were unable to consolidate their control, this strategy was never 
likely to succeed. Moscow then moved on to a less ambitious strategy of 
negotiating a breathing space by ensuring that arms supplies to the rebels 
were cut off during the period of Soviet withdrawal. Once again, with a 
fragile government in Kabul, there was little reason for the rebels to accept 
this Soviet proposal. Finally, the Soviet strategy was reduced to its most 
minimal—a breathing space that would simply allow the peaceful with- 
drawal of Soviet troops. According to this scenario, all that was asked of 
the rebels was not to attack the Red Army as it crept back across the 
frontier. By the end of 1988 it was clear that this last strategy was also in 
danger, as the Soviet Union in November announced a temporary suspen- 
sion of its withdrawal. Nevertheless, once the withdrawal began, the risks 
of stopping the process were too great to contemplate for long. 

The balance sheet on the war clearly makes gloomy reading in Moscow: 
more than 13,000 dead, chaos in Kabul and the countryside, and a serious 
loss of the international prestige of the Soviet Union, especially in the 
Muslim world. But as became clear once the Soviet decision to withdraw 
was taken, these were costs that had been mostly paid before Gorbachev 
came to power. In 1988 there was no evidence that any of this could be 
earned back, and there were plenty of voices in Moscow urging Gorbachev 
to blame the adventure on his predecessors and stop throwing good money 
after bad. 

Clearly a great deal is not understood about why countries stop fighting, 
but as the Iran-Iraq experience in the same year makes plain, war in the 
end is no longer a useful continuation of politics by other means. The 
gains from a Soviet withdrawal were plain to see. Relations with China, 


5. Soviet officials admitted on 25 May 1988 that 13,310 Soviet soldiers died, 35,478 were 
wounded, and 311 were missing between then and the start of the war in December 1979. 
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not to mention the United States and even the Muslim world, were bound 
to improve. Gorbachev could prove he was serious about new thinking in 
foreign policy and in undoing the Soviet image as an adventurous power in 
Third World conflicts. Yet the risks remained. What would the world 
make of a supposed superpower that could not even subdue a state on its 
own borders? What would Muslims in the Soviet Union make of the abil- 
ity of religious fanatics with light arms to defeat the Red Army? What 
would Gorbachev’s own critics at home make of his wound to Soviet pride 
and the deep embarrassment suffered by the Soviet armed forces? In the 
short term the critics would be silent, if only because there was really little 
long-term option but to withdraw. Yet if the rebels come to power in 
Kabul and perhaps threaten to spread their ideas across the frontier into 
the Soviet Union, the Afghan adventure may become even more traumatic 
for the Soviet Union than the Vietnam War was for the United States. 
To some extent, the fate of the Kabul regime depends on attitudes in 
Pakistan. President Zia was an unbending supporter of a hard line by the 
rebels, and it was as much his position as any that determined there was no 
effective negotiated settlement to the war. It was therefore with few tears 
that the Soviet Union noted the death of President Zia in August. 
Although it seems that the Soviet Union and Afghanistan had nothing to 
do with the assassination plot, despite the accusations to that effect, the 
Soviets were clearly pleased to see Zia go. At a minimum, President Zia’s 
death led to a slowdown in rebel activity and some confusion about the 
routes and extent of future support from Pakistan. To a large extent, the 
future course of rebel activity depended on the outcome of Pakistan’s elec- 
tion. From Moscow’s point of view, nothing could be worse than Zia, and 
a new Pakistani leader—like a new boss in Moscow—had options for a 
more sensible policy that were perhaps not available to their predecessors. 
Apart from wishing to see a relatively stable government on its southern 
border, the Soviet Union was clearly shifting its attention away from South 
Asia to East Asia. South Asian delegates to the Vladivostok meeting were 
incensed that an Asia/Pacific conference was really only interested in the 
Pacific. Gorbachev’s Krasnoyarsk speech paid scant attention to South 
Asia and much more to East, especially Northeast, Asia. From Moscow’s 
point of view, it is easy to explain the shift in priorities. India is the main 
South Asian state and relations with Moscow have been safe but stagnat- 
ing for some time. In 1988 there was yet another plan to boost trade in the 
coming decade, including some wildly grandiose plans for Indians to build 
seventy hotels in the Soviet Union. The Soviets were to build nuclear 
power plants—of all things—in India, but only because the Indian govern- 
ment agreed to provide a huge subsidy. An Indian satellite was launched 
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by the Soviet space program in March, but it was done as the first commer- 
cial venture by the Soviet Union. Despite the Gorbachev visit to India in 
November, it remains clear that as the Soviet Union looks for ways to 
develop its Asian territory, the focus is on the Pacific coast and the states 
within easy reach of the maritime region. 


Perestroika on the Pacific 
Any reader of the Soviet press would be struck by a political agenda that is 
dominated by domestic reconstruction and the debates surrounding the 
competing plans. Foreign policy, while obviously more important to the 
outside observer, does not get to the core of national concerns. Yet there is 
a vital link between domestic and foreign policy reform, and the connec- 
tion is clearly seen in Soviet policy in Asia. 

A particularly vibrant debate in the now fascinating corridors of power 
in Moscow concerns the strategy for development of the Soviet Far East. 
In August 1987 a $359 billion plan was announced for development of the 
region, but even though it supposedly had Gorbachev’s blessing, the plan 
was rejected by local and central officials alike as “inadequate.” The main 
problem concerned the conflict between the so-called “maritime” strategy 
and the “continental, trickle-down” approach. The latter old idea is that 
development must come as a result of growth attained in European Russia 
and as investment eventually is made in the distant Soviet Far East. The 
1987 plan included some components of the old ideas, along with more 
innovative ideas for opening up the Far East to its neighbors in the Pacific 
for investment. 

In the more corifident age of reform in 1988, the maritime strategists are 
riding a wave of optimism about what can be done in the Soviet Far East. 
Although they have yet to resolve their debates, trends are already clear. 
When the 1987 investment plan comes back in its revised form, it is ex- 
pected to include a wide range of startling innovations. Gorbachev himself 
suggested some lines of the new plan, as did his advisers at the Vladivostok 
meeting. The maritime strategy will accept the argument that a far greater 
percentage of initial investment will have to come from the Pacific region. 
In order to make that possible, the Soviet Far East will have to be given far 
greater autonomy to negotiate with neighbors. More profits will have to be 
retained in the region, and more flexible terms for joint ventures and spe- 
cial economic zones will have to be implemented. Wage rates will have to 
be higher in order to keep more of the eight out of ten Russian immigrants 
in the Far East who now return to European Russia within three years. 


6. See Rozman, ‘‘Moscow’s Japan Watchers"; also Gilbert Rozman, “The Vladivostok 
Initiatives: Two Years On,” International Affairs, August 1988. 
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By necessity, foreigners will become far more important in the Soviet 
Far East than in any other part of the country. The risks of decentraliza- 
tion and loss of control from Moscow are balanced by the fact that, unlike 
the Baltic republics, whatever “noxious” ideas might enter the Soviet body 
politic are more likely to be contained in the distant maritime region. The 
range of contacts with foreigners might well be vast. Tourism is seen as an 
easy way to make swift gains in foreign currency and get practice in man- 
aging foreign investment. The climate of vast parts of the maritime region 
is much more pleasant than the Moscow area and provides prospects for 
winter sports or tours of such natural delights as geysers and volcanoes. 
Some Soviet officials talk of encouraging the Japanese to come to hunt bear 
on Sakhalin. Investment in hotels and services from Japan and the NICs 
is seen as an essential way to develop the region. 

More ambitious, later stages of development will include special eco- 
nomic zones. The USSR expects to set up processing industries for its raw 
materials rather than serving as a “mine and aquarium” for the benefit of 
others. The Soviet Union speaks of high technology ventures—e.g., in bio- 
technology where the USSR is a world leader. Marine resources offer yet 
another area of possible exploitation in which the Soviet Union has proven 
expertise. In some of these areas, the Soviets will run up against the 
problems that Canadians and Australians have found in trying to play a 
part in the “division of labor” in the Pacific. Yet Australia has managed 
to be one of the few states to run a trade surplus with the Pacific and has 
prospered as a result. The plan is to attract foreign investment and hence 
improve the standard of living in the region; as a result more Soviet labor 
could be enticed to the area and further ventures made possible. In the 
meantime, foreign labor—including Chinese, Vietnamese, and Koreans— 
is being used to fill gaps in industrial and even food production. 

Such plans do seem grandiose, but it is not immediately obvious that 
they are unattainable. Moscow wants to triple its Pacific trade by the year 
2000, and Sino-Soviet trade alone suggests that is not an unreasonable 
goal. Obviously, success depends primarily on the fate of the broader re- 
form process back in Moscow. It is clear that the general pace of reform is 
quickening, but it also is running up against obstacles such as price reform. 
In some senses, the only real chance the maritime strategy stands is if gen- 
uine decentralization is allowed to take place. Then the legendary, more 
individualistic spirit of the pioneers of the Soviet Far East might actually 
show just what the Soviet Union can contribute to the pattern of Pacific 
success. 
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INDONESIA IN 1988 


Another Five Years for Soeharto 





Gordon R. Hein 





The political year in Indonesia was highlighted by the 
unanimous reelection of President Soeharto to a fifth five-year term in of- 
fice by the People’s Consultative Assembly (MPR) in March. Convening 
only once every five years, the MPR is the highest constitutional body in 
the land. Its duties include not only the formal selection of the president 
and vice president, but also the official promulgation of the Broad Outlines 
of State Policy that are to guide the government and the nation during the 
coming five-year period. As in the past, this year’s Assembly session was 
dominated by President Soeharto and the government’s ruling party, 
Golkar. By law, one-half of the 1,000 seats in the MPR are automatically 
awarded to the 500 members of the Indonesian Parliament (DPR), includ- 
ing the 100 non-elected DPR members of the armed forces (ABRI) frac- 
tion, while the other 500 are awarded partly by government appointment 
and partly based on the results of the most recent general elections (all 
members, whether elected or appointed, must be approved by the govern- 
ment, however). Under this formula, the landslide 73% Golkar victory in 
the 1987 election that gave it 299 of the 400 elected seats in the Parliament 
translated into a clear majority of 540 seats in the MPR, even before 
counting its allies in the armed forces fraction and those among the gov- 
ernment-appointed regional representatives. 

Given the level of Golkar/government dominance in the MPR, it was 
not surprising that President Soeharto’s personal choice for vice president, 
his longtime confidant and head of both Golkar and the powerful State 
Secretariat, Sudharmono, received a consensus endorsement from the As- 
sembly, or that the draft state policy guidelines that had been prepared 
through a government-controlled process were accepted and ratified with- 


—— — (Ordon R. Hein is Representative of The Asia Foundation in 
Jakarta. The views expressed are those of the author and do not necessarily represent an Asia 
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out major revision. What did surprise many observers, however, was the 
openness and liveliness of the debate on certain key policy issues—includ- 
ing the official status of different religious beliefs and the administrative 
fairness of national elections—and the unprecedented if short-lived chal- 
lenge to Sudharmono's election as vice president by the Muslim-backed 
United Development Party (PPP), which nominated its own chairman, 
Jaelani Naro, for the office. 

That Naro and the PPP should emerge as the main challenges to the 
Golkar steamroller in the Assembly was certainly not expected heading 
into the MPR sessions. The PPP had been seriously weakened by the 
withdrawal of its largest component group, the Nahdlatul Ulama (NU), 
and by its subsequent dismal showing in the 1987 elections, when it fell to 
16% of the popular vote after having received 26% in 1982. In contrast, it 
was the other of Indonesia's officially sanctioned opposition political par- 
ties, the nationalist/Christian Indonesian Democratic Party (PDI), that 
seemed to have the organizational momentum on its side. The PDI had 
surprised most observers in 1987 by increasing its vote total to 11%—up 
from 7% in 1982—and it had captured the imagination of the country's 
youth with its dynamic campaign style, utilizing nationalist images of the 
late President Soekarno. An all-too-familiar pattern of intraparty rivalries 
and leadership disputes within the PDI soon set in, however, limiting the 
party's effectiveness during the MPR sessions and eventually culminating 
with the replacement of 11 of the party's members in the legislature near 
the end of the year. 

In actuality, the PPP challenge in the Assembly, both on policy issues 
and the vice presidency, was doomed from the outset as the party con- 
trolled only 93 of the MPR’s 1,000 seats. More important was the deeply 
ingrained political and cultural preference for decision making by consen- 
sus, rather than through a process of actual voting that would reveal pub- 
lic divisiveness on sensitive national issues. It was thus squarely in 
accordance with Indonesian political traditions and expectations when, on 
the eve of the vice presidential election and following a discreet but unmis- 
takable signal from the president, the PPP withdrew its nomination of 
Naro and went along with the consensus endorsement of Sudharmono as 
the country's new vice president. Still, in a country whose political system 
is based on hierarchy and consensus, even a short-term and largely sym- 
bolic challenge represents a political act of some courage and significance, 
and the very fact that it occurred—and more importantly that it was al- 
lowed to occur—was widely viewed as a small but meaningful step for- 
ward in the evolution of more competitive and pluralistic political 
processes in Indonesia. What emerged, then, was an MPR session that 
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provided a strong endorsement of President Soeharto’s continued leader- 
ship and of the government’s basic direction and broad policy themes, but 
it did so via a process that was more open and dynamic, and certainly 
more interesting, than in the past. 

Also significant during the year were several developments involving the 
armed forces (ABRI), particularly the Indonesian military’s relationship 
with Golkar and with the government. On February 10 the stepping down 
of Soeharto’s long-time intelligence aide, General Benny Murdani, as 
armed forces commander and his replacement by General Try Sutrisno 
exemplified the two key trends of generational change and greater profes- 
sionalism within the military. Indeed, Sutrisno, who like Murdani has had 
a close personal relationship with the president during his career, is widely 
seen as representing a new breed of senior Indonesian military officer: a 
low-key team player, educated in a formal military academy, too young to 
have participated in the revolution against the Dutch, and generally more 
of a professional soldier (and perhaps less of a political actor) than his 
counterparts from the “Generation of 1945.”! 

_ Other events during the year were interpreted in some quarters as repre- 

senting if not a diminution of ABRI’s role in Indonesian government and 
politics, then at least a trend toward a more conventional, less independent 
role for ABRI vis-a-vis the state and the executive. In February, for exam- 
ple, a new draft law on military affairs was approved—after months of 
debate in Parliament and the addition of some 200 amendments—only af- 
ter the government was satisfied that the bill was sufficiently explicit in 
recognizing and reinforcing the constitutional role of the president as 
Supreme Commander of the Armed Forces. A similar step in regulariza- 
tion of the armed forces and the reaffirmation of presidential control took 
place in September when the once-powerful extraconstitutional internal se- 
curity agency, Kopkamtib, was replaced by a new organization, Bakor- 
stanas (Coordinating body for national stability development), directly 
under the president and the armed forces commander. 

Relations between the military and Golkar were also extremely complex 
in 1988. Although Golkar as an organization was consciously created by 
the military in 1964 to serve as a political counterweight to the Communist 
Party’s nationwide system of front groups, and the Golkar leadership has 
been dominated by retired military men over the years, the two organiza- 
tions should not be viewed as representing a monolith of political views 
and personalities. Indeed, during the 1987 general elections ABRI was 
much less active on Golkar’s behalf than it had been in the past, and some 
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in the military haye expressed the view that political stability and develop- 
ment in Indonesia will not be served best by the emergence of a one-party 
state. More than any other factor, however, the views of the Indonesian 
military toward Golkar during the year centered on Sudharmono who was 
its chairman until October. 

Although a retired lieutenant general in the Yndonesiati army, Sudhar- 
mono began his military career in an irregular uait during the revolution 
and later served in the army as a lawyer rather than as a field commander. 
And in the New Order government, he has served as Soeharto's key assis- 
tant, not in military or security affairs but in the construction and opera- 
tion of the (civilian) state bureaucracy through his key position as state 
secretary, a position made more powerful still by his close personal associ- 
ation with the president and by his election in 1983 to the chairmanship of 
Golkar. Indeed, through his effective performance in these positions of 
great influence and patronage, Sudharmono was widely viewed as having 
created a power base and network of support cuite independent of the 
regular ABRI hierarchy. In this context, it was seen as significant that 
during the MPR sessions, while the ABRI fraction did eventually support 
the consensus endorsement of Sudharmono for vice president, it did not 
actually join with the Golkar fraction in nominating him to the post. In- 
deed, the ascendancy of Sudharmono to the countzy's second highest office 
only one month after Murdani was replaced as armed forces commander 
was taken by some as representing an important victory for the state bu- 
reaucracy over its main institutional rival, the Indonesian military., Lend- 
ing further credence to this view was the elevation of several other senior 
Golkar figures into the president's cabinet, announced in late March. By 
contrast, the number of cabinet positions held by the military declined, 
although Murdani himself remained as defense minister both before and 
after his official military retirement in December. 

The Golkar Congress that was held on October 20-25 offered a key op- 
portunity for the reassertion of ABRT's role in the organization and, by 
extension, in the governmental and political life of the nation. Under a 
new system designed to promote greater participation and decision making 
from below, this year's national Congress was held after, rather than 
before, the Golkar regional meetings. Taking advantage of this new for- 
mat, the military launched a well-planned national effort to elect as many 
of its members as possible to the regional Golkar boards, and ended up by 
winning some two-thirds of the available seats.? A widespread campaign 
was also launched against individuals in the goverament and the press al- 
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leged to have communist sympathies or to have had links to communist 
groups in the past. Although such charges against Sudharmono and those 
around him were always vague and never substantiated, the vice presiderit 
did consider the matter serious enough to deny the accusations publicly. 
Ultimately, those in the ABRI leadership concerned that the vice president 
should not also continue to hold the chairmanship of Golkar were not 
disappointed, as on the eve of the October Congress—presumably after 
receiving the decision of the president—Sudharmono announced that he 
would not seek reelection. His replacement as chairman was Wahono, a 
63-year-old retired lieutenant general, former ambassador to Burma, and 
governor of East Java, who had also been Soeharto’s assistant for opera- 
tions in the Army’s Strategic Reserve (Kostrad) at the time of the commu- 
nist coup attempt in 1965. A loyal ABRI man with a reputation for being 
able to work with others, a man close to the president and apparently with- 
out a power base or political ambition of his own, Wahono seemed a logi- 
cal choice to lead a Golkar whose future election campaigns, its emerging 
leaders, and its ultimate political role would develop within a framework 
acceptable to—and less independent of—the ABRI mainstream. As the 
Jakarta Post pointed out at the time of the Golkar conference: “It could 
well be that it is precisely Golkar’s massive election victory last year... 
and the entire dynamics of the Consultative Assembly sessions last March, 
plus the events related to the candidacy for the office of the Vice Presi- 
dency, that have made ABRI aware that it could not yet distance itself too 
far and too soon from becoming involved in Golkar activities.'? 

` The increased ABRI involvement in Golkar, as well as in other nonmili- 
tary organizations during the year, was viewed by many in Jakarta as part 
of a larger reassertion of the “dual function" principle of the Indonesian 
armed forces. This key theoretical and doctrinal construct, which spells 
out a “sociopolitical” as well as a defense and security role for the armed 
forces, was strongly reaffirmed in the February 22 law on military affairs. 
This dual role, moreover, is seen as a permanent one, not (as in the case of 
many developing countries where the military plays a leading political 
role) as a temporary aberration necessitated by some short-term crisis situ- 
ation. Indeed, given the Indonesian military's vital historical legacy in the 
founding and the preservation of the Indonesian state, its self-perception as 
the institutional embodiment of Indonesian nationalism, and its continued 
concern lest the hard-won gains of economic development be eroded by 
new threats to national stability and security, it is extremely difficult to 
envision a significant rethinking of the nature of civil-military relations in 
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the short-term future. As Defense Minister Benny Murdani put it in a 
year-end interview: "Perhaps many people are still asking this classical 
question: ‘When will ABRI stop playing its dual function? The dual 
function will never stop. Only the kind and form of ABRI’s dual function 
can change."* 

If the Golkar Congress represented a reaffirmation of the role of the 
armed forces in Indonesian government and politics, it must also be 
viewed as a setback for those civilian politicians in the organization who 
have pushed for the evolution of Golkar as a more independent, mass- 
based political party within a national framework of increasing participa- 
tion and democratization. With the inclusion of several “young Turks” 
among the Golkar leadership since 1983, the development of a grass-roots 
cadre network, and a direct membership of 25 million, Golkar has at times 
shown signs of being able to develop an organizational identity and mis- 
sion that is separate from that of its twin pillars, the army and the state 
bureaucracy, and more oriented toward reflecting and channeling popular 
aspirations from below. 

These efforts to enhance Golkar's independence and responsiveness have 
been part of a larger Indonesian debate on the pace and shape of political 
development in the country. Certainly both the government and the polit- 
ical public are acutely aware of the forces of democratic change blowing 
throughout the region—from the Philippines to Korea, from Taiwan to 
Burma to Pakistan—and of the need to develop Indonesia's political insti- 
tutions to meet the challenges of the future. In this context, a host of 
newspaper editorials, seminars, and public statements by leading officials 
and commentators during the year dealt quite candidly with such issues as 
political deregulation and decentralization, generational change in govern- 
ment and society, the institutional strengthening of Parliament and the 
political parties, the role of the press, and the need to develop a more open, 
participatory political culture. 

The general theme in much of this policy debate was the emergence of 
an Indonesia that has been basically successful in achieving its initial goals 
of maintaining national stability and promoting economic development, 
but that has now become a more complex, pluralistic society whose future 
stability and well-being will require the development of new types of insti- 
tutions and approaches. Certainly, the very success of economic develop- 
ment over the past two decades has raised popular expectations and 
created a better educated, more politically sophisticated middle class that 
will increasingly seek political and governmental mechanisms through 


4. The Jakarta Post, December 26, 1988. 


INDONESIA 125 


which to articulate its interests and ideals. The desire for increased polit- 
ical participation in Indonesia is both genuine and growing. As 1988 came 
to a close, the daunting task remained of creating an institutional pro- 
cess—and a national policy consensus—that would allow greater demo- 
cratic space for these forces, while also respecting the need for national 
stability and, by all indications, for a continuing role for the Indonesian 
military in the political life of the republic. 


The Economy 

The Indonesian economy performed better in 1988 than might have been 
expected given the continued stagnation in world oil prices. Indeed, with - 
oil prices dropping from $17.50 to an average of $15 per barrel during the 
year, Indonesia’s projected overall growth figure of close to 5%—up from 
3.67% in 1987— represents a significant achievement for the country’s eco- 
nomic policy makers. For the most part, this growth has been led by Indo- 
nesia’s non-oil exports, which have risen dramatically since the 31% 
devaluation of the rupiah in September 1986, and which in 1988 (at $11 
billion) outpaced oil and natural gas earnings ($8.3 billion). More gratify- 
ing still was that while some of this increase was the result of higher inter- 
national prices for basic commodities, up to 80% of Indonesia's non-oil 
export earnings was for industrial products, especially plywood, textiles 
and garments, and rubber. 

Also significant during the year were a series of new policy reform pack- 
ages in the areas of finance, banking, transportation, trade, and invest- 
ment. Continuing a program of economic deregulation and liberalization 
begun several years ago, these new measures are designed to further pro- 
mote efficiency and competitiveness in what had long been regarded as an 
overprotected, “high-cost” economy. Particularly significant may be the 
reform package of October 27, which was aimed at bolstering Jakarta's 
securities exchange and promoting competition in the banking sector, the 
result of which should be a decline in Indonesia's extremely high interest 
rates and, hence, a spur to new borrowing for much-needed investment. 

On the less positive side, Indonesia must still find a way to deal with the 
twin problems of employment creation and a growing debt burden. While 
Indonesia's family planning program has rightfully gained much interna- 
tional acclaim, every year some 2.4 million new job seekers continue to 
join a labor force that is already suffering from serious rates of unemploy- 
ment and underemployment. A terrible reminder of the severity of this 
problem occurred in October, when seven people died following a stam- 
pede of thousands of would-be job applicants at a local government office 
in East Java that had announced a limited number of openings. Indone- 
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sia’s official external debt, meanwhile, now stands in excess of $42 billion, 
the largest in all of Asia, and the burden of debt servicing could become an 
increasingly sensitive nationalist issue in the country’s internal debate on 
economic policy. Already, Indonesia’s debt service ratio is running at 
35.8% of the country’s gross export earnings, and at an estimated figure of 
$7.5 billion, debt servicing will constitute far and away the largest item 
(one leading economist calls it a “bloodletting” amount?) in the country’s 
upcoming state budget for fiscal year 1989-90. 

In the face of this difficult budgetary situation, the government has re- 
sponded with a series of measures to increase revenues and limit public 
expenditures. These have included an unprecedented national effort to im- 
prove tax collection and increase non-oil tax receipts, the postponement or 
cancellation of certain large-scale government projects, a longstanding 
freeze on civil service salaries, and a significant reduction in government 
subsidies on fertilizers and pesticides. Such austerity measures are seldom 
popular or without social or political costs, but as Indonesia heads into the 
start of its fifth Five-Year Development Plan, they do serve to underscore 
the New Order’s continued commitment to balanced budgets and eco- 
nomic realism under its long-serving team of technocrats, most of whom 
retained portfolios in the new cabinet. 


Foreign Policy 
In international affairs, Indonesia in 1988 moved squarely onto the re- 
gional and world stage on a scale not seen since the start of the New Or- 
der. In July, Jakarta’s longstanding efforts to promote a settlement of the 
Cambodian stalemate achieved a significant breakthrough when all four 
warring Cambodian factions, along with Vietnam, Laos, and the ASEAN 
countries, came together for the first time in the Jakarta Informal Meet- 
ings (JIM) to discuss the resolution of the conflict. In October, a follow-up 
meeting on the JIM working group continued the process, and at year's 
end final preparations were underway for the holding of JIM-2 in the third 
week of February 1989. For Indonesia, this initiative on Cambodia has 
been squarely in line with its essentially regional approach to international 
peacekeeping and diplomacy. This approach emphasizes the right and re- 
sponsibility of the countries of a given region—including Southeast Asia— 
to work together in limiting the role of external powers and promoting a 
sense of indigenous regional unity and cooperation, even if this requires 
the transcending of ideological barriers in the region. It is in this context 
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that Indonesia promotes the concept of Southeast Asia—Communist and 
anti-Communist countries alike—as a Zone of Peace, Freedom and Neu- 
trality (ZOPFAN), and it is also for this reason that Indonesia refuses to 
provide public endorsement for the continuation of the U.S. bases in the 
Philippines. 

Also during the year, Indonesia launched a major international cam- 
paign for the chairmanship of the Nonaligned Movement, of which it was 
a founding member. Indonesia’s major competitor was Nicaragua, which 
had been considered the most likely candidate to lead the Movement by 
virtue of its being Latin America's "turn" to do so this year. Indonesia 
was successful in arguing that the Sandinista regime was too close to the 
Soviet bloc to lead the Movement effectively, but in the end a compromise 
candidate, Yugoslavia, was chosen. The steady emergence of a more asser- 
tive, more vocal, and more visible foreign policy is widely welcomed in the 
country, and was the subject of a number of seminars and favorable news- 
paper articles during the year. The basic view is that such a trend is ap- 
propriate given Indonesia's size as the fifth largest country in the world 
and its historical legacy as the host of the 1955 Asia-Africa Conference in 
Bandung and founder of the Nonaligned Movement. There is also a wide- 
spread sense that Indonesia has "earned" the right to a more active role in 
international affairs by virtue of the success of its economic development 
program and its long record of responsible, consistent, and principled per- 
formance in the foreign policy field over the years. Foreign Minister Ali 
Alatas, a career diplomat who took over the post in March from Mochtar 
Kusumaatmadja, explained the process this way in an interview in the Zn- 
ternational Herald Tribune: 


We have had an independent and active foreign policy. I have never had the 
feeling we were low-key on major issues. . . . But there was a period where 
Indonesia was, I think rightly, more inward looking as it tried to put its own 
economic and political house in order. We have now reached the stage of con- 
solidation and progress at home. So we can play an even more active role in 
foreign affairs. 


In this context Indonesia has already worked to step up contacts in the 
South Pacific and in Africa, and has raised the profile of its longstanding 
support for Namibian and Palestinian self-determination, being among the 
first to recognize the newly declared Palestinian state. And while ASEAN 
will remain the cornerstone of Indonesia's foreign policy and regional af- 
fairs will remain at the forefront of its strategic concerns, Indonesia is also 
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likely to continue its enhanced role in the Nonaligned Movement, proba- 
bly trying for the chairmanship again in 1992. 

The emergence of this new assertiveness in foreign policy, however, does 
not mean a worsening of Indonesia’s longtime close relationship with the 
United States and the West, particularly in the economic field. On the 
contrary, Indonesia’s fervent anticommunism, the pragmatism of its lead- 
ers, and the country’s commitment to a relatively open international and 
domestic system as the best means for advancing its own national and re- 
gional interests all remain solidly in place, and will work against any sud- 
den or dramatic departures from Indonesian foreign policy norms built up 
over the past two decades. What it does mean is that Indonesia in 
Soeharto’s fifth term as president is a proud, nationalistic country that 
wants to be heard and, increasingly, will not be taken for granted.” 


7. See Gordon R. Hein, “Second Generation Nationalism and Indonesian Foreign Policy,” 
the Keck Center for International Strategic Studies, Pomona, Calif., May 1988. 





MALAYSIA IN 1988 
The Politics of Survival 


K. S. Nathan 


Politics 

The year 1988 seems to be closing almost the same 
way as it began—with new, vigorous, and varied challenges to the leader- 
ship of Prime Minister Dr. Mahathir Mohamad. Consensual politics, 
hitherto a revered feature of the UMNO (United Malays National Organi- 
sation), Malaysia’s dominant political party, suffered further severe set- 
backs as more pronounced political and legal challenges were mounted by 
Mahathir’s Team B rivals.! A major high court decision on February 4th 
declaring UMNO an illegal political organization unraveled a series of 
moves and counter-moves by Teams A and B to resolve the critical issue of 
political control over the senior ruling partner in the Barisan Nasional 
(National Front Coalition) government led by Mahathir. The split in 
UMNO, which emerged before the UMNO triennial elections for top 
party posts in April 1987, seems to have worsened with virtually all at- 
tempts at conciliation by Team A coming to nought. Efforts by Team B 
members of Parliament and state assemblymen to resign and force by-elec- 
tions in order to challenge, test, and erode the legitimacy of Mahathir’s 
UMNO Baru (New UMNO) reflected the deep schism that has engulfed 
the party’s politics over the past two years. Not surprisingly, the tenuous 
as well as the tenacious nature of Mahathir’s leadership is impacting upon 
the political performance of other major partners in the Barisan Nasional 
(BN) coalition: the MCA (Malaysian Chinese Association), the MIC (Ma- 
laysian Indian Congress), and the Gerakan (Malaysian People’s Move- 
ment). To cap it all, even the judiciary has fallen victim to the power 
struggle within UMNO; its apparent assertion of independence incurred 
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the wrath of the embattled prime minister who interpreted certain court 
decisions as being overtly biased against the executive. 

In sum, the major issues in Malaysian politics during the course of 1988 
were: (1) the deregistration of UMNO and subsequent efforts to replace 
and/or revive it; (2) the strain in executive-judicial relations culminating in 
the removal of the Lord President and two Supreme Court judges; 
(3) challenges to the legitimacy and acceptability of Mahathir’s UMNO 
Baru reflected in part through by-elections; (4) conciliatory political ges- 
tures by Mahathir to accommodate Team B's demands; and (5) develop- 
ments within MCA and MIC, which may be directly or indirectly related 
to the protracted struggle within the dominant political party. 

Other major developments of the year that need to be briefly mentioned 
include (1) the passing of certain constitutional amendments by Parlia- 
ment that critics argue have, in effect, strengthened the hand of the execu- 
tive over the judiciary;? (2) the government's decision on September 22 to 
allow the formation of in-house unions for the 85,000-strong work force in 
the electronics industry, ending a 15-year moratorium; and (3) the restora- 
tion in March of publication licenses to three major tabloids that were shut 
down in October 1987: The Star, Watan, and Sin Chiew Jit Poh. Like the 
other newspapers, they will be far more circumspect in presenting views 
that are critical of Mahathir's government. 


The Deregistration of UMNO 
The decision by the Kuala Lumpur High Court declaring UMNO an un- 
lawful society stunned not only the members of the 1.4 million-member 
political party but the nation as a whole. Justice Harun Hashim's judg- 
ment, predicated as it was on a proper interpretation and construction of 
the UMNO constitution, went beyond the expectations of the eleven dis- 
gruntled UMNO members who filed suit in July 1987 to have the party 
elections of the previous April declared null and void. Their cause of ac- 
tion lay in the fact that 30 unregistered branches had participated in the 
bitterly contested elections to top party posts. For the Team B supporters, 
led by Tengku Razaleigh Hamzah (former minister of trade and industry 
in Mahathir's cabinet) and Musa Hitam (former deputy prime minister 
and deputy president of UMNO), a judgment in their favor would techni- 
cally have restored the status quo ante to the April 1987 UMNO General 
Assembly, and would have meant that UMNO President and Prime Min- 
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ister Dr. Mahathir and his Team A deputy could lose in the event of a 
second round of elections at a reconvened assembly. The very narrow vic- 
tories of the incumbent president (Mahathir) over his rival (Razaleigh) and 
of Ghafar Baba, who was challenging Musa for the no. 2 party post, indi- 
cated the very high stakes involved for both factions. Thus, the legal im- 
plications of the high court judgment would inevitably impact upon the 
intentions, objectives, perceptions, and strategies of the rival factions in 
efforts to revive the party. 

To restore the spirit if not the organization of the deregistered UMNO, 
the incumbent group in power clearly had the advantage. Dr. Mahathir as 
home minister retained the final say on all applications pertaining to the 
registration of political parties and societies, as the registrar of societies is a 
subordinate government official technically accountable to the home min- 
ister. Secondly, having won the April 1987 elections, it was quite natural 
to expect any attempts to revive UMNO to originate from Team A rather 
than Team B. Therefore, not surprisingly, the two applications in the form 
of UMNO Malaysia (by Team B) and UMNO 88 (by Team A) were 
turned down by the registrar on the technicality, as claimed by Mahathir, 
that “they were submitted before the original UMNO had been officially 
lifted from the societies register.^? Mahathir's party, UMNO Baru, was 
registered on February 13, amid reports that no one other than the prime 
minister and the registrar knew exactly when the old UMNO was deregis- 
tered, thus enabling Mahathir's second application to succeed. 

The political significance of this move lay in the prime minister’s skill in 
effectively thwarting Team B's legitimate efforts to revive the defunct 
party. In retrospect, the deregistration of UMNO may have come as a 
blessing to Mahathir for he could now design a party and a constitution 
more appropriately reflecting his ideals, interests, and aspirations without 
much opposition from the new membership. To ensure total loyalty to the 
party and its program, Mahathir initially established eligibility criteria for 
entering UMNO Baru that can be deemed arbitrary if viewed from the 
standpoint of the party's declared objective of uniting all Malays. Such 
criteria—for example, barring those responsible for the suit bringing the 
old UMNO to court—were intended to keep out Team B leaders who were 
increasingly condemned as "traitors."4 

Thus, the schism that engulfed UMNO in the months before and after 
the 1987 elections appears to have deepened more than it has healed. The 
UMNO Baru of Dr. Mahathir and company is pitted against an equally 
powerful coalition of veterans including two former prime ministers— 
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Tunku Abdul Rahman and Tun Hussein Onn—as well as several former 
ministers in Mahathir's cabinet including Musa Hitam and Razaleigh 
Hamzah.? The differences animating the two factions revolve around the 
following issues: (1) legitimacy of the present UMNO leadership and espe- 
cially that of the president and deputy president, tied as they are to the 
1987 elections in which participation by delegates from the 30 unregistered 
branches was considered crucial; (2) major amendments to the party con- 
stitution, which Team B has described as undemocratic and as conferring 
dictatorial powers on the UMNO president; (3) the method by which the 
problem-of Malay unity ought to be resolved—i.e., within the framework 
of UMNO Baru or incorporating all interested Malay parties in the gov- 
ernment and the opposition within a Malay unity congress; and (4) the role 
of the judiciary and reinstatement of the dismissed Lord President and two 
Supreme Court judges. 

The salience and interrelationship of all four political issues become 
more readily apparent when one considers that the ongoing power struggle 
comes at a time when UMNO has developed an effective political machin- 
ery through which control of the party and the nation can be effected. 
UMNO's control over the government, and increasingly over the econ- 
omy, means that the political and economic stakes are very high for those 
who lead and manage the party—at the center as well as the periphery. 
Furthermore, UMNO’s current strength, support, and allegiance also is 
attributable to the New Economic Policy (NEP) (effective since 1970), 
which has created a generation of new managers, businessmen, and profes- 
sionals whose success has been linked directly or indirectly to the domi- 
nant party's pro-Malay policies, and who have come to view UMNO as 
the most appropriate and effective vehicle for Malay leadership, power, 
achievement, and success. Hence, the contest for power is likely to be 
expressed less traditionally and consensually, but more openly and di- 
rectly, so that the party now tends to give the impression of having moved 
away from the politics of accommodation to the politics of confrontation. 
Thus, in viewing the rejection of conciliatory offers by Team A, it must be 
borne in mind that Razaleigh and Musa campaigned in April 1987 (and 
continue to do so now) to replace the Mahathir leadership and not to com- 
promise with it. 

All of Mahathir’s efforts to conciliate Team B have thus far come to 
nought, including the offer in October to hold reconciliation talks involv- 


5. Other prominent Team B stalwarts include Othman Saat (former chief minister of Jo- 
hore), Rais Yatim (former foreign minister), Radzi Sheikh Ahmad (former deputy home min- 
ister), and Harun Idris (former chief minister of Selangor): £ 

6. The old UMNO had 1.4 million members prior to its deregistration. 
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ing the top four in both camps, the opening of UMNO Baru to all Malays 
including those who fought Mahathir, and the prime minister’s offer to 
Razaleigh and Musa on the final day of the UMNO Baru Special General 
Assembly (October 28-30) to join his cabinet as ministers without portfo- 
lio. Both sides have accused each other of insincerity in making as well as 
rejecting the offers. Even if Razaleigh and Musa were prone to compro- 
mise they would have to weigh the consequences upon their erstwhile fol- 
lowers who have stood by them on principle. Both men have strong grass- 
roots support—Razaleigh in Kelantan and Musa in Johore—although 
they now must work to halt further defections in their camp. The banning 
of public rallies and poor media coverage of its activities add to Team B’s 
existing difficulties in mobilizing supporters. In contrast, Mahathir has 
utilized his incumbency to maximum advantage, although the full impact 
of such efforts is yet to be determined. Several Semarak (setia bersama 
rakyat or loyalty with the people) rallies have already been held covering 
all 13 states in the Federation. The theme of multiracial unity and devel- 
opment rather than purely Malay unity has been the focus of the mass 
mobilization, which is directed at building Malay and non-Malay support 
for the UMNO Baru-led government and, in the process, discrediting 
Team B as obstacles to Malay unity and national development.’ 

The first test for UMNO Baru came in a by-election on August 25, 
forced by the resignation of Team B Johore Baru MP Shahrir Abdul Sa- 
mad, who stood anew for the seat as an independent. His resounding vic- 
tory by a wide margin over his BN rival was some indication that UMNO 
Baru had yet to consolidate its strength and appeal among the Malays. 
However, its subsequent narrow victory in a state-level by-election in Jo- 
hore was held by Team A to be proof of Malay support and acceptance of 
UMNO Baru as the sole party of the Malays. At year’s end the score 
remains 1-1 with the possibility of more by-elections in store pending the 
outcome of the Ampang Jaya parliamentary contest in Selangor scheduled 
for January 1989. 

Thus, although Mahathir remains at the helm, due not inconsiderably to 
his acute political vision and stern resolve to ride the tide, the series of 
events following the April 1987 elections may well have eroded to some 
extent the popularity of his government. 


Mahathir and the Judiciary 
Mahathir’s relationship with the judicial branch of government had be- 
come particularly strained since the 1987 UMNO elections that saw the 


7. See remarks of Deputy Prime Minister Ghafar Baba at a Semarak campaign in Negeri 
Sembilan in New Straits Times, October 10, 1988, p. 3. 


134 ASIAN SURVEY, VOL. XXIX, NO. 2, FEBRUARY 1989 


prime minister emerge with a bare majority. The crux of the matter re- 
lated to two issues critical to Mahathir’s political survival as well as that of 
.his government. The first was the appeal by the UMNO eleven following 
the high court decision in February to dismiss the suit regarding the legal- 
ity of party elections on the ground that UMNO itself had become unlaw- 
ful. Unsure of the final outcome, the dissidents appealed the ruling. Lord 
President Mohamed Salleh Abbas set June 13 to hear the appeal, and 
while this in itself would appear to be normal practice, its controversial 
aspect—which annoyed Mahathir and perhaps even threatened his polit- 
ical future—was calling a full bench of the Supreme Court to decide the 
appeal on the ground that the issue was of public importance and in the 
national interest. 

Salleh obviously had aggravated the executive-judicial confrontation by 
formally complaining to King Mahmood Iskandar (a Mahathir ally) about 
the prime minister’s constant attacks on the judiciary. The executive re- 
sponded to Salleh’s “challenge” by suspending him in May, and then on 
August 8 dismissing him as Lord President. Atdul Hamid Omar, a more 
compliant judge, took over as acting Lord President after serving as chair- 
man of a five-member tribunal that found Salleh guilty of several charges 
including misconduct and incompetence. In the interim, Mahathir was 
confronted by yet another assertion of judicial independence in line with 
the doctrine of separation of powers. On July 2, a five-member Supreme 
Court was hurriedly convened to grant an injunction restraining the tribu- 
nal, which is generally regarded as sympathetic to Mahathir’s cause, from 
submitting its report to the king. Three days iater the five judges were 
themselves suspended for their defiance and alleged gross misbehavior. A 
second tribunal found two justices guilty and recommended their dismis- 
sal, while the other three were reinstated. 

'The UEM affair was yet another issue involving a year-long tussle be- 
tween the executive and the judiciary. An opposition member of Parlia- 
ment, Lim Kit Siang of the Democratic Action Party (DAP), filed suit in 
1987 to restrain the government from signing the M$3.4 billion north- 
south highway construction contract with UEM (United Engineers 
Malaysi), a company in which the ruling UMNO had a controlling 
interest. Lim further claimed that the entire deal to construct the 900- 
kilometer highway was "contaminated with illegalities" as the prime min- 
ister and three other UMNO ministers were trustees of the company, 
Hatibudi, which owned 50% of UEM’s equity. In the ensuing court battle 
involving injunctions, appeals, and counterappeals, the government finally 
emerged victorious after a controversial Supreme Court decision in Janu- 
ary 1988. Meanwhile, Lim and more than 20 other detainees arrested in 
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the October 1987 roundup under the Internal Security Act (ISA) are still 
serving two-year detention orders.? 


UMNO and Its Coalition Partners 

The void created by UMNO’s deregistration was quickly filled—thanks to 
the Barisan Nasional concept—by pledges of loyalty and support from all 
component parties, especially the MCA (Malaysian Chinese Association) 
and the MIC (Malaysian Indian Congress). This timely support enabled 
Mahathir to rule with confidence while he devoted his energy toward re- 
suscitating the party. Nevertheless, the debacle within UMNO also pro- 
vided the other parties with an opportunity to drive home the message to 
the prime minister, UMNO, and the country that a genuinely multiracial 
BN government catering to the legitimate interests of all Malaysians is the 
‘best guarantee of survival and success. Moreover, their strong show of 
support meant that UMNO can ill afford to antagonize or alienate its jun- 
ior partners in the coalition. A good case in point is the PBS (Parti Ber- 
satu Sabah) government led by its Christian chief minister, Joseph Pairin 
Kitingan. The UMNO crisis has somewhat eased Malay-Muslim pressure 
on the state from the center. 

At year's end, the MCA and MIC were suffering from a crisis of sorts. 
The MCA’s frustration in not being able to deliver on promises as a BN 
component partner climaxed in October with the sudden departure over- 
seas of its president, Dr. Ling Liong Sik, on a six-week leave of absence. 
The MCA’s major grievances include the lopsided implementation of the 
NEP to the economic detriment of the Chinese community, the posting of 
non-Mandarin educated officers as headmasters of Chinese schools, the 
non-recognition of diplomas conferred by the MCA-run Tunku Abdul 
Rahman College, and the power of the education minister to change the 
character of Chinése schools under the Education Act. The sudden resig- 
nation of its MP for Ampang Jaya on December 9, thus forcing a by- 
election scheduled in early 1989, tends to strengthen speculation over the 
party's dissatisfaction with prevailing socioeconomic policies. 

MIC leader Datuk Samy Vellu has had to contend with disciplinary 
problems arising from the expulsion on December 1 of one of the party's 
vice presidents, M. G. Pandithan. The latter seems to enjoy the sympathy, 
if not the support of the deputy president, S. Subramaniam, and another of 


8. Of the 106 ISA political detainees arrested on October 27, 1987, comprising politicians, 
Chinese educators, trade unionists, church workers, and an assortment of other individuals, 
more than 80 have been released so far, most of them unconditionally. Of the original 13 
DAP MPs arrested, only 5 remain in detention including Lim's son. Details on reasons for 
the mass arrests are in FEER, April 7, 1988, pp. 36-37. 
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the party's vice presidents; all three reportedly have strong grass-roots sup- 
port. Although Samy Vellu will still prevail in any show of strength, the 
expulsion of Pandithan and his supporters has added a new dimension to 
the president's struggle to remain in control, especially in light of the fact 
that in the last triennial elections in August 1987, the three challengers 
(the three datuks allied to the president) all failed in their bid to be seated 
in the Central Working Committee, the MIC's highest policy-making or- 
gan. Like the MCA, the MIC's complaints in the governing coalition 
center on biased implementation of the New Economic Policy to the disad- 
vantage of the Malaysian Indian community. 


The Economy 

In comparison to the past two years of deep recession coupled with severe 
declines in stock market prices, the national economy seems to have fared 
better in 1988. The major commodities (rubber, tin, palm oil, timber) 
fetched higher prices on international markets; manufactured exports, by 
the end of 1987, recorded a 26% growth over the previous year; the bal- 
ance of trade surplus increased by 2.6% in the first eight months of 1988 
compared to the same period in 1987; and with inflation fairly well under 
control, the government was able to prepay some of its loans and also 
announce a salary increase that would benefit 372,000 public sector em- 
ployees.? Some analysts predicted a 7.4% growth for Malaysia in 1988, an 
increase from the 4.7% growth recorded in 1987, and the negative 1% in 
1985. Yet, investments have not grown as rapidly as expected, partly due 
to political uncertainties arising from the UMNO crisis. However, the 
growth of Taiwanese investment in the country has been dramatic—from 
US$2 million in 1986 to over US$100 million, influenced largely by the 
appreciation of the Taiwan dollar. The year also witnessed a determined 
attempt to boost bilateral trade and economic cooperation with several 
countries—China, India, Taiwan, South Korea, Pakistan, and the Soviet 
Union—through investment guarantee agreements and similar instru- 
ments, as well as efforts to strengthen ties with Malaysia's traditional ma- 
jor partners: Japan, the United States, and the European Community. 

Failure to meet desired targets under the NEP (implemented in 1970 
and due to expire in 1990), compounded by the ongoing recession, com- 
pelled the government to further relax equity requirements with a view 
to encouraging foreign investment. Thus, there has been simplification 


9. The rise in external reserves enabled the government to prepay M$2.4 billion in external 
debt in the third quarter of 1987, reducing the total national debt to M$49.2 billion; another 
M32.6 billion was prepaid in 1988. The debt service ratio at 16.9% has remained well below 
the danger level of 2096. 
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of bureaucratic procedures, exemption from compliance with NEP equity 
structuring requirements for companies with less than M$25 million capi- 
talization and employing 75 or more full-time employees, and permission 
for foreign companies to hold 100% equity provided they export 50% of 
their produce or employ 350 Malaysians full time (reflecting the racial 
composition of the country), and whose products do not compete with 
goods manufactured locally for domestic consumption. 

The controversy surrounding the NEP, arising more out of its imple- 
mentation than its aims, has been accompanied by intermittent racial ten- 
sion—a matter of increasing concern to the government. In what has been 
described as a positive move by the Mahathir regime, the prime minister 
announced the formation of a National Economic Consultative Council to 
formulate the post-1990 national economic policy. This council would be 
composed of 112 members (5096 bumiputera and 5096 non-bumiputera) 
drawn from all sectors including opposition parties, pressure groups, and 
critics.!° While this initial step appears to be prudent, it remains to be 
seen how the canvas unfolds and how the government can depart from 
NEP strictures and structures that have benefited the privileged majority 
for nearly two decades. 

Reformulation of the basic objectives and premises of the NEP would 
appear timely in the context of the government's desire to enter into the 
ranks of the Asian NICs, i.e., Hong Kong, Taiwan, South Korea, and Sin- 
gapore. In contrast to the NICs, Malaysia’s multiracial character and pro- 
Malay policies can pose obstacles to NIC status through imprudence and 
mismanagement, but they can also be plus factors in the overall objectives 
of redressing economic imbalance and promoting social peace and stabil- 
ity. In any event, any moves toward further privatization—‘“Malaysia 
Incorporated"—Aand increased industrialization must, in the view of econ- 
omists, seriously address at least the critical issues of rising labor costs 
relative to neighboring countries, low indigenous technology, the need to 
expand research and development, the need for a substantial increase in 
domestic investment, an expansion of the present narrow manufacturing 
base dominated largely by electronics (5396), and ensuring political stabil- 
ity and an open, democratic environment conducive to social harmony. 


Foreign Policy 
In his usual style, Prime Minister Mahathir traveled far and wide to publi- 
cize Malaysia's national purpose, regional commitment, and international 


10. The Star, December 20, 1988, p. 1. The Malay-dominated government divides Malay- 
sians into two categories: bumiputera (lit. "son of the soil"), referring to Malays and other 
indigenous races in Sabah and Sarawak; and non-bumiputera, referring to all other Malay- 
sians but primarily Indians and Chinese. 
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aspirations. He visited Burma and Thailand (February), Indonesia (June), 
the Soviet Union, Hungary, Germany, and Britain (July), Mauritius (Au- 
gust), Britain (September), the U.S. (September-October), and Singapore 
(December). The primary thrust of foreign policy has been economic. In 
his meetings with American and European businessmen and investors, as 
well as the mass media, Mahathir took pains to clarify the political situa- 
tion in Malaysia, explain its industrialization program and the need as 
well as the role of foreign participation, and reassure them that Malaysia 
has never intended to nationalize foreign investments. The warming of 
Malaysian-British relations, signified by the memorandum of understand- 
ing under which Malaysia is expected to buy over M$4.4 billion of military 
hardware, seems to have paved the way for Mrs. Thatcher's second visit to 
Malaysia in October 1989 to attend the next Commonwealth heads of gov- 
ernment meeting. 

Economic diplomacy and foreign policy merged on two issues deemed 
vital to Malaysia's economic survival and prosperity: the campaign 
against palm oil and trade privileges under the U.S. Generalized System of 
Preferences (GSP). Efforts to counter the anti-palm oil lobby spearheaded 
by the American Soyabean Association, including the setting up in No- 
vember of a M$10 million palm oil promotion fund, had some creditable 
success. With respect to GSP privileges, the government ensured that all 
the necessary measures were taken to provide an accurate picture of the 
human rights situation (including workers rights) in the country. The 
withdrawal of Malaysia's GSP status, the government argued, could result 
in over 75,000 workers losing their jobs, affecting 895 firms with invest- 
ments totaling M$5 billion.!! i 

At the regional level, Malaysia’s commitment to ASEAN was firm, as 
was its support for ASEAN’s efforts to resolve the Kampuchean conflict 
within the framework of the Jakarta Informal Meetings (JIM), which pro- 
vided a common forum for all Kampuchean factions. Relations with Viet- 
nam improved following Hanoi’s agreement on November 3 to resume the 
orderly departure of its citizens and its appreciation of Malaysia’s decision 
to close its refugee camp on Pulau Bidong Island. The total number of 
Vietnamese refugees in Malaysia at present is 12,900.!? 

Prime Minister Mahathir’s and Malaysia’s diplomatic efforts to secure a 
U.N. Security Council seat (nonpermanent, two-year term) came to frui- 
tion on October 27. As proof of its commitment to the aims and principles 
of the United Nations, Malaysia agreed to participate in U.N. peacekeep- 


11. New Straits Times, October 19, 1988, p. 7. 
12. New Straits Times, November 22, 1988, p. 9. 
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ing operations in the Middle East (Iran-Iraq conflict) and Southern Africa 
(Namibia). In March, Malaysia hosted the second meeting of the South 
Commission, which was formed in July 1987 largely through Mahathir’s 
efforts to strengthen cooperation among developing countries on interna- 
tional political and economic issues. The year ends on a note of more than 
modest achievements for Malaysian foreign policy. 





BRUNEI DARUSSALAM IN 1988 
Aging in the Wood 


K. U. Menon 








It has been argued that “the prime condition for the 
building of nations is that they have an opportunity to age in the wood."'! 
But for many small states in the Third World, “aging in the wood” has not 
always been of service in promoting internal cohesion and legitimacy. In- 
deed, the consequence of prolonged aging has been a hardening of social 
and political structures, very often leading to violent confrontation. It is to 
Brunei’s credit, then, that with five years of full sovereignty behind it, its 
monarchical polity appears to be aging gracefully and quietly. In fact, 
Brunei’s record of political stability has been outstanding in three tenta- 
tively-assessed areas: the regime (continuity of governmental structures); 
authority holders (sustained tenure in top political positions with no coups 
d’etat or abrupt dismissals); and public order (no riots or turmoil in the 
streets). 


The Polity 


By incorporating a range of legal-rational institutions of the modern state, 
it is increasingly clear that the Brunei polity is slowly moving away from a 
reliance on traditional legitimacy alone and groping toward a new model, 
that of a modern, moderate Islamic monarchy similar to Oman, Saudi 
Arabia, and Kuwait. And it is precisely this new legitimacy formula that 
may yet enhance the monarchy’s longevity and equip the state to deal with 
threats to regime security. But there are clearly limits to what the polity 
will tolerate, and this was made abundantly clear in January 1988 when 
the Prime Minister’s Department ordered the deregistration of the Brunei 
National Democratic Party (BNDP) and the detention of two of its lead- 
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ers. The sultan’s decision was clearly precipitated by the growing asser- 
tiveness of the party’s leaders which included many public statements 
calling, among other things, for the sultan to resign as prime minister. The 
BNDP's links with foreign organizations like Amnesty International, the 
Pacific Democrat Union, and the Moro National Liberation Front 
(MNLF) were undoubtedly viewed with concern by the authorities. In his 
National Day speech in February, the sultan denounced “political oppor- 
tunists" who had “been trying to undermine the social and political stabil- 
ity of the country by confusing and misleading the people with their 
political propaganda.” While the sultan’s actions failed to provoke any 
reaction (BNDP only had some 245 registered members), it may in the 
long run have added to the disgruntlement of many small Malay business- 
men who had formed the core of its membership and were unhappy with 
the dominance of the royal family in the economic life of the country. 

The government’s confidence in handling both internal and external 
challenges to the polity was clearly manifest in the sultan’s order for the 
release of four detainees in February and another 34 in July to mark his 
forty-second birthday. All but one of the men released in July were former 
student activists who had returned to Brunei from exile in late 1987 and 
early 1988. They had been arrested “in order to check their activities 
while out of the country."? According to Amnesty International, a total 
of five “prisoners of conscience” are presently in detention under Emer- 
gency Orders, four of them having been detained for nearly 26 years.? The 
two leaders of the deregistered BNDP who were arrested in January are 
being held under the 1982 Internal Security Enactment. 

Meanwhile, the government has been only too aware of its need to in- 
crease the base of political participation. The sultan continued to make 
frequent visits to different and remote parts of the country and unan- 
nounced appearances at various mosques for Friday prayers. His subjects 
have also been encouraged to raise their grievances directly or in writing, 
but the absence of formal channels of communication between the grass 
roots and the rulers of Brunei continues to be a problem. In a state where 
institutions of communication have been neglected for centuries and public 
Officials have learned the hard way to be cautious, it is questionable 
whether the sultan and his ministers can get the feedback they so obviously 
need to make meaningful policies. 


2. Cited in Roger Mathews, “Long Wait for Elections," Financial Times, 1 August 1988. 
3. Brunei Darussalam-—Long-term Detention Without Trial of Prisoners of Conscience 
(London: International Secretariat, Amnesty International, November 1988). 
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_ The Economy 

In an address to the forty-first World Health Assembly in Geneva, Brunei 
Minister of Health Dato Dr. Haji Johar expressed concern over the grow- 
ing toll of “diseases of affluence” in Brunei. He went on to observe that 
“overindulgence in food, smoking and the use of fast cars, less physical 
exercise and increasing exposure to the strain and stress of modern living 
are taking their toll."^ Brunei’s ideal welfare system, which coddles its 
citizens from cradle to grave, continued to do well in 1988 despite falling 
world oil prices that had reduced Brunei's export earnings. Indeed, oil 
production levels were down to 150,000 b/d in 1988 in contrast to its peak 
levels of 260,000 b/d in 1979. Consequently, there have been signs of the 
government tightening development spending. A clear emphasis on up- 
grading the administrative machinery of the civil service and setting up an 
“efficient, effective and honest" system of administration were the major 
themes of the sultan's speeches on three consecutive occasions—his Janu- 
ary 1 nationwide broadcast, the National Day speech in February, and his 
Hari Raya Adilfitri telecast message. The sultan also made it clear that his 
minor cabinet reshuffle in December was designed to produce “an effec- 
tive, clean, trustworthy and efficient administration." 

Brunei in July became the first ASEAN country to be graduated from 
the U.S. Generalized System of Preferences (GSP), on the grounds that its 
per capita income had exceeded the US $8,500 limit for GSP eligibility.5 
Brunei unsuccessfully appealed the decision on the grounds that per capita 
GNP was not a useful indicator of Brunei's economic and technological 
development, which was based solely on oil. Indeed, heavy emphasis has 
been placed on the need for diversification of Brunei’s "one-crop haci- 
enda" economy. The government clearly sees opportunities to increase 
rice production to cover up to 30% of local needs and to achieve self- 
sufficiency in produce and poultry. Potential is also seen in aquaculture, 
particularly prawn farming, and forestry. In tune with this the sultan an- 
nounced in December the establishment of a new Ministry of Industry and 
Primary Resources (the thirteenth set up since independence in January 
1984) to oversee agriculture, forestry, fisheries, and industry. Education 
Minister Dato Abdul Rahman was moved to head it. 

Little headway has been made in manufacturing—one textile company 
successfully entered the women's outerwear market, and a joint venture 
agreement was signed to establish a paint factory—and the outlook is un- 
clear. There are plans to establish factories for cement, dyes, and chemi- 


4. Borneo Bulletin, 21 May 1988. 
5. Straits Times (Singapore), 1 July 1988. 
6. Mathews, "Long Wait." 
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cals, and real potential exists for exploiting the large deposits of high- 
quality silica sands used in the glass industry, but these have yet to materi- 
alize. 

Meanwhile, in strictly financial terms, Brunei has successfully moved 
away from oil as its principal foreign exchange earner through careful in- 
vestments of its foreign reserves, which, the sultan claimed, had doubled 
over the past five years. (Brunei has kept its investment plans secret.) The 
Brunei Investment Agency (BIA) handles 35% of Brunei’s total invest- 
ment funds and oversees how the remaining 65% is managed by eight for- 
eign institutions. One report noted that Brunei is expected to invest a 
sizable part of its budget surplus in, Thailand and other ASEAN coun- 
tries.” The permanent secretary of the Finance Ministry, who also heads 
BIA, revealed that Brunei also intends to become a merchant bank to 
Southeast Asian countries.9 The sultanate's largest local bank, the Island 
Development Bank, has been renamed the International Bank of Brunei, 
and is now the only bank in Brunei with local majority ownership. Under 
its new name, the bank will move to expand its foreign business while its 
functions as a development bank will reportedly be taken over by a state 
agency.? More realistic provisions have been made for bad debts, and the 
bank has put greater emphasis on improving the skill of its staff. 


Security and External Relations 
The geopolitical attractiveness of island bases has been demonstrated 
clearly enough in the past. But the most recent failed attempt by mer- 
cenaries in November to take over the Maldives vividly illustrated the 
vulnerability of small states. In April 1988 Brunei reaffirmed its determi- 
nation to ensure its own security through a renewed agreement with Brit- 
ain under which a British Gurkha battalion would remain in the sultanate 
for an undisclosed period.!? The Gurkhas came to Brunei at the height of 
the 1962 revolt and have remained ever since. But the impending rever- 
sion of Hong Kong to Chinese sovereignty in 1997 casts a shadow over the 
tenure of the Gurkhas. In London, a British Defence Ministry official 
would only say that the Ministry had started preliminary studies to deter- 
mine the future size and deployment of the Gurkhas.!! A British parlia- 


7. Straits Times, 11 October 1988. 

8. Bangkok Post, 21 October 1988. 

9. Economist Intelligence Unit, Country Report, Malaysia, Brunei, no. 1 (1988), p. 20. 

10. Sir Geoffrey Howe, British Secretary of State for Foreign and Commonwealth Affairs, 
disclosed this during a visit to Brunei in April 1988. (Borneo Bulletin, 16 April 1988). 

11. Cited in Michael Richardson, "Effective and Admired, Gurkhas Face an Uncertain 
Future," International Herald Tribune, 8-9 October 1988. 
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mentary team that visited Brunei in November 1988 to study the Gurkha 
deployment there was prepared to state only that “the Gurkhas have a 
continuing role to play in the British Army" but “it will obviously be very 
different from their present role.”!2 The problem is that the Gurkhas are a 
low-tech unit in an increasingly high-tech British army; compounding this 
problem as regards Brunei is the fact that Britain's continued military 
presence there depends also on the vagaries of British domestic politics. 

Nonetheless, a clear expression of Britain's capability to come to Bru- 
nei's aid was evident in August 1988 with Exercise Setia Kawan (loyal 
friend). Some 3,000 British troop reinforcemenis from Hong Kong, the 
Gurkhas based in Brunei, and a naval task force bristling with Sea Harrier 
fighter jump jets, participated in this massive exercise to "practise the 
defencibility of a friendly port [Muara] and airport from an enemy aggres- 
sor" and "to test the capability of the host nation to accept incoming 
friendly forces."!? The exercise was designed as a response to internal in- 
surgency brought on by guerrilla activity flaring into a full-scale invasion. 
It reflected the government's view that in rebellion and domestic instability 
lies the main threat to the state. The seaborne dimension was little more 
than a British flag-flying exercise. !4 

Meanwhile, ASEAN continues to be the cornerstone of Brune’ s foreign 
policy. In 1988 Brunei took on the chairmanship of the ASEAN Standing 
Committee, playing host to a whole range of ASEAN meetings. In the 
Middle East, Brunei has shown its affinity with other Islamic countries 
through its strong support for the Palestinian cause. 


12. Borneo Bulletin, 19 November 1988. 

13. Borneo Bulletin, 10 September 1988. 

14. Tai Ming Cheung, “Letter from Brunei,” Far Eastern Economic Review, 29 September 
1988, p. 130. 
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Singapore remained healthy and adaptive in 1988. Po- 
litically it was a year of sound and fury. More importantly, however, the 
shape of the New Guard role in Singapore became clearer. 


Domestic Politics 

The succession issue moved forward in 1988, but several steps remain. 
The People’s Action Party (PAP) electoral vote in contested parliamentary 
constituencies dropped noticeably from 77.7% in 1980 to 64.8% in 1984, 
but only very slightly to 63.1% on September 3, 1988. Prime Minister Lee 
Kuan Yew has described his role in the last year or two as a "goal- 
keeper” —allowing the second-generation leaders to make most of the deci- 
sions, but moving in to block any egregious errors they might make. 
Speaking at a PAP rally two days before the September elections, Lee told 
the crowd “you are casting your vote not in judgment over my perform- 
ance—because I did not make the decisions. The vote would be an en- 
dorsement of Goh Chok Tong and his colleagues.” ! 

What office the “goalkeeper” will ultimately assume remains to be de- 
cided. During early 1988 many believed Lee would retire as prime minis- 
ter when he reached the age of 65 in September, and then move into a 
newly designed executive presidency where his functions would be clearly 
delineated. Now, he is expected to step down from the prime ministership 
in 1989, but recently he has shown diminished interest in becoming the 
elected president. His goalkeeper status could be sustained by his remain- 
ing as party secretary general. 

Fourteen of the old guard, who did not run in the September elections, 
had served a total of 312 years in the legislature, an average of 22 years 
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each. The retiring group included founding ieaders of the party—Toh 
Chin Chye, S. Rajaratnam, E.W. Barker, Ong Pang Boon, and Jek Yeun 
Thong. Only Lee Kuan Yew remains. 

Shortly before election day, First Deputy Prime Minister Goh Chok 
Tong declared that the ministers would choose the next leader, and Goh 
was the unanimous choice of the New Guard ministers. The only immedi- 
ate rival was Lee Hsien Loong, minister for trade and industry and the 
prime minister's eldest son. Speaking to a party rally in August, Lee Hsien 
Loong declared: “Party members must know not only the issues but also 
the leaders. Otherwise there will be confusion. Hitherto it has always 
been Lee Kuan Yew. Who will be the leader-man after the Secretary-Gen- 
eral retires? The answer is clear—Comrade Goh Chok Tong."? After the 
election, Goh said he would like Prime Minister Lee to continue in that 
role for up to two years and then perhaps continue as a senior minister in 
the prime minister's office. Lee's political acumen and experience would 
be wasted, said Goh, in an elected but still limited presidency. 


Team constituencies. Amid doubts of several PAP backbenchers and 
even some second generation ministers, the government established Group 
Representation Constituencies (GRC) or Team Constituencies for half the 
members of Parliament. Thirteen constituencies were created from new or 
existing electoral districts, each composed of three contiguous parliamen- 
tary districts. One of the three candidates in a GRC is required to be a 
minority (generally Malay or Indian). Whichever team wins a plurality of 
the total vote in all three districts is elected, so a party conceivably can win 
one district in a GRC and still not return an MF. Early debate focused on 
charges that the GRCs were designed to “get the opposition.” The justifi- 
cation that ultimately carried was that these constituency modifications 
were intended to ensure minority representation. Some 86% of Singapore- 
ans live in goyernment-built, multiracial housing estates. There no longer 
are constituencies where the 15% Malay and 6.4% Indian communities 
are concentrated, and minority representation could conceivably disap- 
pear. 

Prime Minister Lee was a driving force behind this move to assure a 
politically multiracial Singapore. The government released information to 
show that he had first urged the concept in 1982, well before the 1984 
elections. Hence, this was not a response to 1984 opposition gains. The 
minority quota system still raised concerns thet this helping hand con- 
veyed with it a second class status, but the prime minister argued that 
ethnic feelings and differences were a fact of life in Singapore. The GRC 
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was one mechanism to nurture harmony, symbiotic interaction, and shar- 
ing of fundamental values. S 

The grass-roots skills and administrative talents of all MPs will be tested 
under the 1988 Town Councils Act. MPs will be in charge of constituency 
Town Councils, which were established by the new law and whose initial 
functions will be servicing and maintaining housing-estates. 


Elective presidency. A mid-year White Paper proposed that Singapore 
transform a ceremonial presidency into an elective office with some execu- 
tive powers. A panel of three to five distinguished persons would nomi- 
nate candidates for six-year terms to stand for elected president and vice- 
president. The president would serve as a gatekeeper to prevent fiscal irre- 
sponsibility. Singapore has approximately $15 billion in foreign reserves, 
and the new president would have the authority to prevent any govern- 
ment from spending reserves it has not accumulated, including disposal of 
property. Since public officials must inform the president whenever 
reserves or assets are to be expended, the role would be broad in scope. 

The president would also oversee the selection of high level civil ser- 
vants and military officers. Several MPs were concerned with the author- 
ity of a new type of presidency to block appointments to key civil service 
and statutory board positions. They had less concern with presidential 
concurrence over the chairman and members of the proposed Armed Serv- 
ices Commission. The question of loyalty of top officials was raised. 
Would key appointees feel beholden to the president and less loyal to the 
prime minister? Old Guard Ong Pang Boon opposed an elective presi- 
dency because it created another power locus, weakening the prime minis- 
ter. Old Guard Toh Chin Chye also expressed doubts and called for a 
referendum. Before the election, however, the ruling party said that a con- 
vincing PAP win would be seen as a public endorsement of the proposal, 
and the required two-thirds parliamentary approval to amend the constitu- 
tion poses no problem with the PAP controlling 80 of 81 elected MPs. 
After the amendment is introduced, it will be sent to a select committee 
and receive severa] public hearings. 


Dissidents. The dissident issue did not go away. Old faces as well as 
some new ones made the headlines. Twenty-two persons identified as com- 
munist conspirators, were arrested in May and June 1987 by the Internal 
Security Department. A few months later 21 of them were released after 
several publicly confessed on television that they had been Marxist con- 
spirators. Vincent Cheng, identified as the local leader in touch with the 
mastermind, Tan Wah Piow who resides in Great Britain, was the only 
one of the original 22 not released. Then on April 18, 1988, nine of those 
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released earlier issued a statement alleging aggravated physical abuse and 
psychological stress while under detention; they also denied that they were 
Marxists. Eight of the dissident signers were re-arrested on April 19; the 
ninth was in Great Britain. The government immediately promised a 
Commission of Inquiry, declaring that the statement by the nine was vague 
and did not provide specific names and dates concerning the abuses. The 
government also noted that the statement, in addition to repudiating previ- 
ous public confessions, triggered agitation by foreign groups and put pres- 
sure on the government so that it had to respond or appear weak. Also 
arrested on April 19 was Patrick Seong, a lawyer who had represented 
several of the detainees. Seong and two of those rearrested were released 
in early May. All signers by now had recanted their April 18 statement. 
The latest sworn declarations by the eight were distributed by the govern- 
ment and the Commission of Inquiry was canceled. 

Lawyer Francis Seow, an up-and-coming opposition figure and former 
Solicitor General of Singapore who was activelv representing some of the 
detainees, was arrested the evening of May 6 and detained for investigation 
concerning foreign interference in Singapore's internal affairs. On June 5, 
the government announced Seow would be released before the next elec- 
tions; it said it would not release him immediately because he had not 
revealed all necessary information in the two sworn statements he had 
made. Another aspect surrounding Seow's detention was an article, pur- 
portedly written by Francis T. Seow, delivered to The Asian Wall Street 
Journal's Hong Kong office. The article attacked Lee Kuan Yew's current 
interpretation of free expression, compared to his statements when he was 
an opposition member of the Legislative Assembly. It soon became evi- 
dent that ex-President Devan Nair had more than advised on the article; 
he essentially had written it. In a related matter Lee initiated a libel suit 
against Nair, and a 42-page government paper laid out Nair's personal 
improprieties while he was president. Nair had left Singapore but his re- 
joinders were widely publicized. Nair accused Lee of political dementia 
and possessing a terminally diseased spiritual condition.? 


Elections 
The backdrop for the September 3 elections was the issue of foreign med- 
dling. Meddling could occur by reporting in foreign publications that cir- 
culate in Singapore, or by subversive actions to include contacts with 
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foreigners intent on “interfering” in Singapore politics. Government anger 
at Devan Nair was stoked by his telling Francis Seow that PAP leaders 
maintained contacts with foreign officials while the PAP was in opposition 
in Malaysia. The absence of pure Westminster democracy or Fourteenth 
Amendment judicial process should not detract from the fact that, among 
Asian countries, Singapore is one of the freer societies. Many Singapore- 
ans feel there is an exaggerated foreign press interest in freedom of speech 
and the judicial process in their country compared to minimal reporting on 
manifold abuses in more authoritarian states. The more free-wheeling 
crosscurrents of political expression in Singapore paradoxically generated 
a level of investigative reporting that advanced authoritarian systems 
avoid. Issues of independence, national integrity, noninterference, and na- 
tionalism preceded the electioneering but did not dominate it. The polit- 
ical opposition continued to focus on the style and not the substance of the 
government's social and economic policies. 

Not contesting the election was J. B. Jeyaretnam who had contested 
every election since 1972, winning a by-election in 1981 and increasing his 
popular vote in his 1984 victory. Found to have made a false declaration . 
of Workers Party financial accounts, he was fined $$5,000, which pre- 
cluded his running for election for five years.* Francis Seow, released after 
72 days in detention, took up the cudgel on behalf of the Workers Party in 
a GRC. 

Campaigning on a slogan of “More Good Years," a known and compe- 
tent government including the New Guard, and continuing economic pros- 
perity, the PAP was unbeatable. The opposition had no bread and butter 
issues, although questions of leadership style and a more liberal and toler- 
ant society attracted support as did cumulative grievances. The PAP won 
another landslide, garnering 80 of 81 parliamentary seats and 63.1% of the 
popular vote in the 70 races where seven parties and 156 candidates chal- 
lenged it—more than in any other recent election. The closest race was in 
the Eunos Team Constituency where the opposition team led by Francis 
Seow won 49.1% of the vote. The lone opposition winner, Chiam See 
Tong of the Singapore Democratic Party, increased his win by 2.8% to 
63.1%. In two single member districts and one other team constituency 
the opposition won over 45% of the vote. 

The percentage drop in popular vote for the PAP was small, 1.7%, com- 
pared to the 13% drop between 1980 and 1984. Compulsory voting means 
each new election witnesses a sizable change in the composition of the 
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electorate. The 1.4 million voters in 1988 included a loss of 50,000 regis- 
tered voters who had died since 1984 and 206,000 new voters.> The 1988 
results suggest PAP support has leveled off somewhere in the 60% range— 
even with a sizable number of new voters in ezch election—no mean ac- 
complishment for a government in power for three decades. The choice in 
1988 was not who should govern Singapore, but how much elected opposi- 
tion, if any, was appropriate.to ask probing questions and serve as a brake 
on government. Francis Seow and former Barisan Sosialis leader, Lee 
Siew Choh, from the Eunos Workers Party GRC, were to serve as non- 
constituency MPs under the law that says the opposition may be offered up 
to three parliamentary seats if fewer than that are filled by election. Seow, 
however, had been charged with six counts of income tax evasion, and in 
mid-December was convicted on one of them. Fined S$9,000, he lost his 
seat because of the rule disqualifying MPs fined more than $32, 000 from 
serving in Parliament for five years. 


The Economy 

Economic growth continues on track, its forward momentum led by man- 
ufacturing. Real GDP growth is projected at just over 896 for the year, 
and the consumer price index is expected to rise 1.5 to 2%. New foreign 
investment commitments in manufacturing in 1988 should be above $700 
million, with the U.S. share at approximately 3726 and cumulative U.S. 
investment topping $5 billion, 3096 of Singapore's total foreign invest- 
ment. Despite endemic labor shortages that delay some investment, the 
1988 economy remained bullish. The labor shortage, which will persist as 
the low birth rate and aging of the population continues, has led the gov- 
ernment to develop investment incentives for high-technology, an ad- 
vanced service sector, and research and development. The government 
budget released in 1988 stressed the private sector as the prime mover of 
the economy and included government spending cuts. 

Singapore officials remain among the most imaginative and innovative 
economic policy makers in the world. The government has set its sights on 
making Singapore—where arable land will soon level down to 3%—a 
center for high-tech agribusiness. With foreign investment, Singapore can 
become an agritech production and distribution center. Ten agritech- 
nology parks were funded in 1988. These parks will be leased at low cost 
to producers, and production companies can be 10096 owned by foreign 
interests. A recurring issue involves small and medium size enterprises 
(SMEs), most locally owned, which account for 4496 of employment. 
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Their economic growth, worker productivity, and involvement in the in- 
ternational economy are unsatisfactory. One survey indicated 70% of the 
SMEs were unaware of any governmental assistance programs, and an 
SME master plan now is being prepared. It addresses a long-standing con- 
cern among many small businessmen, a majority of whom are Chinese- 
educated, that they are not benefiting appropriately from Singapore’s so- 
‘phisticated, high-growth, export-oriented, multinational economy.. 

Singapore’s ire was aroused with President Reagan’s removal of Singa- 
pore and the three other Asian NICs, (Hong Kong, South Korea, Taiwan) 
from the Generalized System of Preferences, effective January 3, 1989. 
The GSP allows selected goods from developing economies to enter the 
United States duty-free. Rough estimates suggest that Singapore indus- 
tries will pay $70 million more in tariffs annually on 15% of their exports 
„to the United States.© In the cases of Singapore and Hong Kong, U.S. 
displeasure was not aimed at import duties on American goods or invest- 
ment restrictions in Singapore, but at the minimal appreciation of the Sin- 
gapore dollar and a persistent, albeit relatively small, trade surplus. The 
end of GSP did not short-circuit Singapore’s economy in 1988. 


International Relations 
The changing GSP status began a bumpy road for Singapore-U.S. relations 
in 1988. A U.S. Treasury official set the stage by warning that the four 
NICs "are increasingly vulnerable as their export extravaganza contin- 
ues.... Tigers live in the jungle and by the law of the jungle. ... They are 
a shrinking population. To survive, Tigers and the NICs must adapt."? 
Singapore responded vigorously to perceived intrusions of outside forces. 
Though the removal of GSP status was not expected to have massive nega- 
tive consequences, Singapore believed that commitments were not honored 
and facts were ignored. Minister for Trade and Industry Lee Hsien Loong 
complained: "In our discussions during the review of the GSP program, 
we had been promised a favorable package of GSP benefits in return for 
amending our copyright legislation. This we did expeditiously. Now, 
barely seven months later, the U.S. government is removing our GSP sta- 
tus completely."? Singapore also argued that it was unique among the 
NICs because it consistently runs an overall trade deficit, despite a $2 bil- 
lion plus trade surplus with the United States; moreover, American prod- 
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ucts to Singapore enter duty-free.? Singapore, frustrated and angered, 
forcefully directed its concerns to the Americans. It must be noted 
though, that "graduation" from GSP was intended and expected from the 
start, and the United States still remains the most open major market for 
Third World trade. 

Another confrontation loomed large on May 7 when Singapore re- 
quested the United States to withdraw First Secretary for Political Affairs 
E. Mason Hendrickson from its diplomatic mission. The second deputy 
prime minister declared that “the Hendrickson affair confirms our assess- 
ment of the U.S. bureaucracy—sneaky, arrogant, confused, and untrust- 
worthy."!9 In its most overt response, the State Department requested 
that Singapore withdraw Robert Chua, a diplomat equal in rank to Hen- 
drickson, from its embassy in Washington. Charges of meddling brought 
against Hendrickson were based on statements made by Patrick Seong and 
Francis Seow, particularly the latter. The Americans were alleged to have 
encouraged and abetted Seow's plan to organize 2 group of opposition can- 
didates, and Hendrickson was further alleged to have cultivated potential 
government opponents and thus interfered in Singapore’s internal affairs. 
The U.S. State Department denied any wrongdoing on Hendrickson’s part. 
Singaporeans were alerted that perceived foreign meddling, even by close 
friends, would be publicly and loudly denounced.’ The sometimes’ strident 
denunciations of the U.S. peaked and began to wind down at the end of 
five days of parliamentary debate, three months before the elections. 
Prime Minister Lee’s more conciliatory speech at the end of May re- 
quested the U.S. government to permit a three-member committee of inter- 
national experts to determine if the American diplomats had acted 
improperly, noting the long-term mutual interests. Washington declined. 

There was no clear-cut public closure of the sustained disagreement with 
foreign publications—the Far Eastern Economic Review, the Asian Wall 
Street Journal, Asiaweek, and Time. The running battle concerns what is 
perceived as biased and critical reporting, suggesting that Singapore fails 
to achieve a level of democracy that these media do not require of other 
Asian countries. Slanted articles, it is alleged, serve only to strengthen a 
weak opposition and would eventually bring down the government. Under 
its Newspaper and Printing Act, the Singapore government at the begin- 
ning of 1988 restricted the sale of the first three journals listed above to 
between 400 and 2,000 copies. The Far Eastern Economic Review alone 
chose not to sell any copies in Singapore. The restriction on Time was 


9. Ambassador Tommy T.B. Koh provides a succinct exposition of the Singapore position 
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lifted in 1987 after it published an unaltered letter from a Singapore offi- 
cial. Effective October 15, 1988, the Singapore government permitted 
Asiaweek, owned by Time, Inc., to raise its circulation to 5,000. 

The prime minister made it clear that he will not allow the Western 
press to perform a principal function that it does in the West—agenda 
setting. Lee's April speech to the American Society of Newspaper Editors 
drew positive as well as negative responses when he declared that Ameri- 
can press freedom could bring turmoil to Singapore: “I am Asia. I am not 
America. I cannot allow American correspondents to decide my national 
agenda for me."!! 

The latest government amendment to the Newspaper and Printing Act 
increases economic pressures that might in turn bring about a compro- 
mise. Photocopies of a gazetted foreign publications can be copied and 
distributed as long as the distributors do not make a profit, thus preserving 
a free flow of information to Singaporeans as well as the international 
board rooms throughout the island. The periodicals, some with 1596 of 
their circulation in Singapore, make no profit. 


Conclusion 

The distinguished former foreign minister and journalist, S. Rajaratnam, 
summed up the ambiguities and crosspressures of this most international 
of political systems: “How many Singaporeans really want free speech, 
anyway? They want orderliness, a decent living." He compared sensitive 
issues such as race, religion, and language to tuberculosis germs. “We 
must keep them under control. If your constitution is weak, TB will take 
over and kill you."!? It will be up to the New Guard to determine how 
dangerous the TB germs are and how to handle them. The New Guard 
must confront the task of reconciling the need to function as an orderly 
society with the sustained demands for greater individualism, political plu- 
ralism, accommodation, and a gentler political leadership. Meanwhile, 
Singapore remains undeniably one of the most democratic countries in 
Asia and a striking success story in nation-building. 


11. Quoted by Anthony Lewis, The New York Times, May 22, 1988, p. E29. An amplifi- 
cation of Singapore's position is found in the full text of Lee Kuan Yew's speech before the 
ASNE, "Why Singapore Disallows Foreign Press to Interfere in Domestic Politics." 
Speeches: A Bimonthly Selection of Ministerial Speeches (Singapore: Information Division, 
Ministry of Communications, March-April, 1988), pp. 9-17. 

12. Quotes from Ian Buruma, “Singapore,” The New York Times Magazine, June 13, 
1988, p. 54. 





THE PHILIPPINES IN 1988 


Reaching Out to Peace and Economic 
Recovery 


Carolina G. Hernandez 





If one were to use the absence of coup attempts by 
military extremists as an indicator, 1988 might be characterized as a year 
of “relative calm"! in the Philippines. It was also a year. of economic 
growth as the GNP increased by 6.7%, above the government's planned 
target of 6.5%, and one in which the consumer-led growth of 1987 began 
to be replaced by investment-induced growth. New foreign investments 
surpassed the $1 billion target by $200 million, to reach more than twice 
the level of 1987. Inflation remained single-digit, even in the face of pump- 
priming activities by the government, the construction boom, and the infu- 
sion of new capital into the economy. 

But 1988 also saw the intensification of combat between the government 
and civilian volunteers on the one hand, and the Communist Party of the 
Philippines’ New People’s Army (CPP/NPA) on the other, a combat that 
caused considerable destruction to property and irreparable loss of human 
life among combatants and noncombatants alike. It was a period that saw 
the restoration of the Philippines as one of the world’s worst performers in 
the area of human rights protection, a situation undoubtedly tied to the 
raging war between those two groups of forces. 

Graft and corruption figured prominently as a major issue against the 
government of President Corazon Aquino—ironically, a government that 
had pledged to be different from its predecessor, not only in its commit- 
ment to democracy but also in its attachment to morality and ethics in 
government and the public accountability of those who govern. While 
Aquino remained personally unsullied by allegations of graft and corrup- 
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tion, her relatives were the object of these charges. The depth of her per- 
sonal disturbance over this issue was symbolized by her issuance in 
October of a memorandum to all government agencies to report any at- 
tempt by her relatives to use their influence and blood connections for 
personal profit so that they might be prosecuted in accordance with law. 

It is easy for both supporters and critics of the Aquino administration to 
find validating evidence for their views, for there were both positive and 
negative signs in the 1988 landscape. This situation is likely to continue 
for the short term since many of the problems inherited from decades of 
misrule and mismanagement require solutions whose results will be evi- 
dent only in the longer term. Hence, much of the improvement in various 
aspects of life in the country is likely to be incremental, and could easily be 
missed or glossed over by administration critics. In looking at develop- 
ments in the Philippines in the areas of politics, economics, and foreign 
relations in 1988, this review finds that, on balance, 1988 was a year when 
the Philippines showed more hopeful signs of economic recovery and per- 
haps peace, twin goals that are achievable if the right decisions are made 
by the present leadership. 


Political Development 

The most dramatic development in the area of politics in 1988 was the 
absence of overt coups against the government by military extremists. 
Although rumors of military conspiracy continued, the year passed with- 
out any significant destabilizing event. Since the failed Honasan-led coup 
in 1987, that group of reform soldiers? has been constrained to reduce its 
visibility. Many believe that it has been sidelined, although its members 
occasionally appeared in the news as in the fatal shooting of one of their 
officers while allegedly escaping from prison in October 1988. 


Electing local executives. Against this background, the Philippines pro- 
ceeded to complete the process of democratic institutionalization by hold- 
ing the first local elections under the new constitution in January 1988. 
While the members of the coalition led by President Aquino opted to field 
their own candidates, thereby splitting proadministration votes and en- 
abling the victory of opposition candidates in several instances, the electo- 
ral outcome still showed an overwhelming number of proadministration 


2. Former Lt. Col. Gregorio "Gringo" Honasan was one of the pillars of the Reform the 
Armed Forces of the Philippines Movement (RAM) that led the military mutiny against the 
Marcos regime in February 1986. He led the most serious coup against the Aquino govern- 
ment on 28 August 1987. Arrested in December 1987 after a few months in hiding, he es- 
caped and is now being sought by the military. 
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candidates winning local seats. Traditional elites continued to dominate, 
but new candidates, some even belonging to above-ground left-leaning 
groups, also managed to win. 

A curious development was the election of an Alliance for New Politics 
(ANP)? candidate as vice-mayor in Angeles City, the site of Clark Air 
Base, which hosts U.S. military facilities. In many areas in the country, 
there was an apparent rejection of traditional political elites (or political 
dynasties) in favor of new faces, suggesting that the Philippines really 
could be undergoing a political transition where old and new elements co- 
exist. Whether the new will eventually prevail will depend on many fac- 
tors, not the least of which is the ability of both the politicians and the 
electorate to move away from a politics dominated by personalities to one 
governed by issues. 


Consolidating political groupings. The year also saw the consolidation of 
both proadministration and opposition political groupings. The Lakas ng 
Bansa (People Power) led by presidential brother-in-law, Paul Aquino, 
and the Philippine Democratic Party—Laban (PDP-Laban) led by presi- 
dential brother, Congressman Jose Cojuangco, Jr., merged into the Laban 
ng Demokratikong Pilipino (LDP or The Struggle of Democratic Filipi- 
nos) after the local elections in January. This was seen as an attempt by 
this group to dominate the progovernment coalition preparatory to the 
1992 presidential elections, especially since its new head is Speaker of the 
House Ramon V. Mitra, Jr., one of the leading possible presidential candi- 
dates in 1992. The LDP now controls the House of Representatives and 
includes a majority of local officials in its ranks. The wing of the old Lib- 
eral Party led by Senate President Jovito Salonga also moved to consoli- 
date its forces. It fielded its own candidates during the local elections, 
winning a fair number of seats. It was able to maintain the membership of 
seven senators (out of a total of 23) in the LP, and to forge an alliance with 
five others from three proadministration political groupings in the Senate. 

President Aquino refused to become a member of either the LDP or LP. 
She prefers to remain partyless, although as coalition head she expects the 
support of all proadministration political groups for her programs. Diffi- 
culties between the executive and the legislative branches surfaced during 
the year on various issues, including the scope of the role of the legislative 
Commission on Appointments in dealing with appointments in the execu- 
tive branch, the date for holding barangay (village) elections, the nature of 


3. The Alliance for New Politics is a coalition of left wing groups composed of nationalist 
and Marxist members; it opted for parliamentary struggle beginning in the legislative elec- 
tions of May 1987. 
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the Senate’s treaty ratification powers, and the 1989 budget. To be sure, 
such differences are part of the general problem of turf definition in the 
process of fleshing out the new constitutional arrangements affecting these 
two branches of government, but they are also symptomatic of the political 
plans of presidential aspirants whose eyes, so early in the day, are already 
focused on 1992. 

` Vice-President Salvador Laurel broke with President Aquino and joined 
the coalition of major opposition politicians in the formation of the United 
Nationalist Alliance (UNA). This includes the lone opposition member in 
the Senate, Juan Ponce Enrile, who earlier broke from the Aquino govern- 
ment following the aborted “God Save the Queen" coup plot of November 
1986. Several Grand Alliance for Democracy (GAD) personalities also 
joined UNA, including Francisco Tatad, a long-time minister of public 
information in the Marcos government, and former Labor minister Blas 
Ople. In terms of numerical strength, they are far behind the progov- 
ernment coalition groups but, together with some of the past regime's 
dwindling Kilusang Bagong Lipunan (KBL or New Society Movement) 
stalwarts, they serve the purpose of an opposition. The development of 
either a dominant party or two-party system is unlikely in the near term 
due chiefly to the strong political ambitions of leading politicians. 


Civil-military relations. The uneasy relationship that used to characterize 
the interaction between the civilian leadership and the military appears to 
have improved during the year. This could be partly the result of growing 
confidence by the political leadership in its ability to run the government 
and the military's growing adjustment to the new constitutional order, but 
it also stems from the apparent drift of the government toward the right of 
the political spectrum following the series of destabilization moves initi- 
áted by extremists from both the left and the right. The drift can also be 
explained by the natural and perhaps inevitable tendency of governments 
formed through extraconstitutional means to gather state power and to 
rely on the military to help institute stability and order amid social polari- 
zation and weak or nonexistent civilian political institutions. 

Hence, there is an apparent conjunction of thinking between the civilian 
and military leadership on key issues such as the prosecution of the com- 
munist insurgency and the treatment of human rights. President Aquino 
and the military agreed to adopt the “total war" approach to the insur- 
gency in the belief that a comprehensive counterinsurgency program is the 
only viable response to the communist challenge. President Aquino also 
agreed to the creation of the Civilian Armed Forces Geographical Units 
(CAFGUS), a paramilitary organization recruited, trained, and controlled 
by the Armed Forces of the Philippines (AFP), which will effectively in- 
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crease the size of the military by 80,000 in 1989. This move is a highly 
controversial one because of the constitutional prohibition against the con- 
tinued existence of paramilitary forces, not to mention their creation. 
Congress voted to cut the CAFGUS budget for 1989 by 50%, but by 
year’s end the issue was by no means settled, although the military went 
ahead and began the process of putting the units in place. 

The president also yielded to the military view that the Commission on 
Human Rights should look into human rights violations by both military 
personnel and communist insurgents, although the latter is clearly an al- 
most impossible task for a body that.has yet to be effective in its original 
mandate. Its domination by rightwingers does not augur well for the effec- 
tive monitoring of human rights violations by military and police person- 

_nel, The Commission is likely to remain defensive in the face of charges by 
local and international human rights groups of poor human rights per- 
formance instead of earnestly working toward an improvement of the gov- 
ernment’s poor record in this field. 

Even the postponement of barangay elections from November 1988 to 
March 1989 was projected in the media as primarily motivated by military 
security considerations. The military alleged that about 20% of the baran- 
gay were.under communist control and/or influence, and in those cases 
elections would be controlled by the CPP/NPA. Underplayed was the 
equally pressing reason that, due to the 45-day preelection ban on public 
works, another election so soon after the January local polls would stall 
public works projects that form part of the economic recovery program. 

President Aquino was able to retire all military officers at the end of 
their tenure without incident, the only exception being Chief of Staff Gen- 
eral Renato de Villa, who was appointed to his post before his retirement 
date in April and who is constitutionally eligible to occupy that post for 
three years. The number of flag rank officers who earned their stars under 
the new administration has significantly increased, which should further 
improve civil-military relations as President Aquino can realistically count 
on their support and subordination. Recognition and security of the mili- 
tary’s legitimate corporate interests and areas of responsibility can move 
the country farther along the path to genuine civilian supremacy. A wel- 
come development affecting civil-military relations was the articulation by 
the military leadership of commitment to military reform, especially in the 
improvement of discipline. How well this commitment will be served by 
deeds is the challenge of the coming year. 


Reversing the Insurgency Tide? 
As its major achievement for the year (and perhaps in a long while), the 
Department of National Defense (DND) claimed that it had “stemmed 
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and reversed the tide of communist insurgency."^ It reportedly achieved a 
number of “firsts” in its security operations: (1) a decline in the regular 
strength of the CPP/NPA by an unprecedented 8.4% over 1987 (from 
25,200 to 23,060 NPA regulars); (2) achievement of a favorable firearms 
loss ratio with a net gain of 618 firearms recovered from the NPA; (3) 
a significant reduction (down 7% from 1987) in the number of rebel- 
influenced barangays; (4) the highest number of captured rebel leaders in a 
single year; and (5) the lowering of the combat fatality ratio of government 
troops from 1:1.5 to 1:2.1.5 On the other hand, Jose Ma. Sison, alleged 
CPP founder, claimed in a book, The View from Within, released in De- 
cember that the CPP/NPA has about 230,000 fighters who could topple 
the government in 10 years in a total victory. The CPP Central Commit- 
tee issued a statement claiming that the party has a membership of 35,000 
while 10 million people (out of a population of 59 million) have joined 
communist-led mass organizations. It also said that deteriorating eco- 
nomic and political conditions continue to provide fertile ground for the 
growth of popular support for the movement. On the basis of these oppos- 
ing claims it is not easy to determine whether the insurgency tide has in- 
deed been reversed or whether the government is losing to the CPP/NPA. 
While the government’s statistics may be impressive, the strength of the 
insurgency is a very elusive thing to determine. 

What is apparent, however, is that there seems to be growing public 
weariness of the armed conflict, and people are beginning to take initiatives 
to end it. The clamor for the resumption of peace talks, not only between 
the government and the CPP/NPA through the National Democratic 
Front (NDF) but also among the combatants in the Cordilleras and in 
Muslim Mindanao, has started among peace-oriented organizations such 
as the Coalition for Peace. A call for a people’s Christmas ceasefire was 
made in December 1987 and repeated in 1988, leading to a limited and 
unilateral combat moratorium during the holiday season. In 1988 the call 
for and/or creation of zones of peace started in several parts of the country 
as far-flung as Sagada in the Cordilleras, Eastern Samar and Negros in the 
Visayas, Naga City in Bicol, and even in some parts of Mindanao. These 
‘zones are geographical areas “within which war and any other forms of 
armed hostility may no longer be waged."6 They require, among other 


4. From the year-end accomplishment report of the Department of National Defense as 
cited in the editorial, “Toward Greater Stability in 1989," The Manila Chronicle, 2 January 
1989, p. 4. 

5. Ibid., and Antero Soriano, “Insurgency Tide Reversed—Ramos," Manila Standard, 28 
December 1988, p. 6. : 

6. Coalition For Peace, Peace Zone Primer, mimeograph undated, p. 1. 
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things, the withdrawal of armed combatants from the zones where peace 
and order functions will be served by civilian peacekeeping forces and 
where government will be visible through its service agencies. They also 
require the active involvement and participation of the community in set- 
ting up and sustaining the zones. The call for peace is no longer addressed 
only to the government but also to the rebels, with allegations of human 
rights violations beginning to be made against all armed groups. The 
mood seems to be inspired by people's desire to move their communities 
forward on the road to peace and economic progress; the stumbling block 
is the raging conflict between government and rebel troops. 


The Economy: Sustained Growth 
It is in the economic field where the government is able to take justifiable 
pride in its accomplishments. Various indicators point to the possibility 
that the Philippines could be on the way to economic recovery and even- 
tual membership in the club of newly industrializing countries (NICs). 


Positive trends. In 1988 the GNP grew by 6.7%, surpassing by 0.2% the 
target set by the National Economic Development Authority (NEDA). 
The growth remained consumption-led, although there are indications that 
this could be replaced by investment-led growth in 1989 with the entry of 
new foreign investment into the country. Foreign investments hit $1.2 bil- , 
lion, again surpassing the NEDA target of $1 billion for 1988. Taiwan 
accounted for nearly half of these, mainly in real estate, but the United 
States remained the top investor overall, accounting for over 52% of total 
investments. 

Growth was highest—at 8%—in the industrial sector, primarily due to 
the continued boom in the construction subsector where an 18.2% in- 
crease over last year was registered, contributing significantly to the crea- 
tion of new jobs. Manufacturing expanded by over 7%, particularly in the 
food, transport equipment, and materials industries. Agriculture, fisheries, 
and forestry grew by 5%, but this sector clearly continued to lag in spite of 
government commitment to agricultural growth and the institution of re- 
forms in the structure and delivery of agricultural services. Among the 
reasons were adverse weather conditions, shortage of agricultural credit, 
soil and forest deterioration due to rapid population growth, and poor gov- 
ernment management. Inflation, though on the rise, held between 7~-9%, 
and interest rates also remained within manageable limits at 12-13%. 


Negative prospects. The high growth rate for 1988 is in danger of declin- 
ing in 1989 due to the country’s foreign debt problem. Currently totaling 
$28.2 billion, the debt service burden could grow heavier in the coming 
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years unless the government pursues a different and more radical policy. 
Interest on the foreign debt will average $2.4 billion a year for the next 
four years, an amount roughly equivalent to 20% of total exports. The 
debt service ratio will be about 25% for the period. Experts claim there 
are no easy solutions to the debt problem, while some scholars and anti- 
debt activists argue that the Philippines has no option but to put a ceiling 
on debt repayments if economic growth is to be sustained. The Philippines 
simply cannot afford to use over half of its 1989 budget to service its debt. 
According to one expert, between 1987 and 1992 the Philippines will be 
paying $16 billion (for debt repayments) more than it will be receiving 
from advanced industrialized countries in trade, investment, and aid." 

Servicing the foreign debt under present circumstances would mean lim- 
iting growth, and if reduction of the debt burden over time lies in effective 
long-term growth, as the World Bank claims, the easing of the burden may 
be too long in coming. In that case political and security goals, vital to 
overall economic well-being, could very well be compromised. At any 
rate, stalemated negotiations for fresh funding with the Philippines's credi- 
tor banks, could severely reduce the growth rate for 1989 (projected to be 
only about 3-496). This would also affect the country's foreign exchange 
reserves that, at year's end, stood at an equivalent of only two months of 
exports (instead of the acceptable level of three months). 

Unabated high rates of population growth (estimates vary from 2.4 to 
2.896) compound the problems of unemployment and poverty, which 
stood at about 9.1% and 52%, respectively, at the end of the third quarter. 
The absence of an effective population program complicates the problem of 
poverty, a problem that mere redistribution of wealth cannot hope to 
solve. There are limits on land, the capacity of government to service a 
growing population, and the capacity of a deteriorating environment to 
sustain too many human lives. 

It would be well for government to take seriously the suggestion of an 
analyst who views 1989 as a crossroads for the Philippines and who be- 
lieves that "[e]conomic decisions will determine whether we will be an- 
other economic miracle in Asia in the decade of the 1990's."95 Even 
economic decisions are political ones, and the government could make de- 
cisions that, even if politically costly, would assure the achievement of eco- 
nomic recovery, especially since President Aquino disavows any intention 
to seek reelection in 1992. 


7. “UP economists push for confrontational debt tack," Business Star, 21 December 1988, 
p. 6. 
8. Doronila, "All signs," p. 6. 
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Foreign Relations 
The most significant developments in the area of foreign relations in 1988 
were the attempts, largely initiated by the chairperson of the Senate For- 
eign Relations Committee, Senator Leticia Shahani, to develop an in- 
dependent foreign policy for the Philippines as envisioned in the new 
constitution, and the review of the Military Bases Agreement. Senator 
Shahani spearheaded the effort to conceptualize the meaning of an in- 
dependent foreign policy within the context of present domestic and inter- 
national developments. Some of the impediments toward the evolution of 
such a policy are the continuing presence of foreign military facilities and 
troops in the country and the existence of the country's huge foreign debt. 

There is a growing conviction among many members of the country's 
small international relations community that these twin impediments must 
be seriously addressed in the near term. The relaxation of tension between 
the two superpowers, the Gorbachev initiatives, regional detentes involv- 
ing the Soviet Union and China and India and China, and even that be- 
tween the U.S. and China, are seen as significant developments that could 
reduce the justification for a continuing U.S. military presence in the Phil- 
ippines. There is also the growing popularity of the nuclear weapons-free 
movement sweeping the Pacific and Oceania, a movement that has begun 
to be felt in Southeast Asia as well and is compatible with the Philippine 
constitutional aspiration of freeing the country of nuclear weapons. 

The other major development was the conclusion of the Military Bases 
Agreement review by the Philippines and the United States in October. 
The review failed to achieve substantive improvement for the Philippines 
in the area of national sovereignty since the U.S. continued to enjoy the 
right of unhampered access to the Philippine bases as well as the right to 
use Philippine territory between the bases. Criminal jurisdiction remained 
prejudicial to the Philippines inasmuch as off-duty servicemen who com- 
mit crimes off the bases could still be reassigned abroad, although they 
legally fall under Philippine jurisdiction. 

An aspect of the agreement that the Philippines considers an improve- 
ment is the compensation package. Although the U.S. commitment 
continues to be on a “best effort” basis and subject to congressional appro- 
priations, the total package, consisting of hard and soft components (out- 
right grants as opposed to soft loans, concessions, etc.), increased from 
$900 million over five years to $962 million for the remaining two years of 
the agreement. Significantly, the $160 million economic support fund, 
which previously was restricted in use, was freed so that the Philippines 
can now use the money as it sees fit. The military component of the pack- 
age totals $200 million worth of equipment, development assistance and 
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food aid is worth $96 million, and housing investment guarantees stand at 
$25 million. The United States also pledged to facilitate the release of a 
substantial portion of $248 million in economic aid that has already been 
allocated by the U.S. Congress. 

The review agreement required that the U.S. obtain prior approval from 
the Philippines for storage or installation of nuclear, chemical, or other 
nonconventional weapons on the bases. However, it skirted the nuclear 
weapons-free requirement of the new Philippine constitution by continuing 
to recognize the no-confirmation-no-denial policy of the United States for 
transits, overflights, and ship visits by nuclear-class vessels and aircraft on 
Philippine territory. 

The review agreement was met with mixed feelings by Filipinos. Some 
hailed it, largely due to the financial components; others condemned it as 
inimical to Philippine national sovereignty and national interests. A sober 
and pragmatic way of looking at it is to view the new resources in the 
package in terms of what they can do to facilitate the goals of economic 
recovery, and to gear for the harder decision on what the Philippines 
should be doing with the bases come expiration time in September 1991. 
Philippine efforts henceforth must be directed at strengthening the coun- 
try’s position for any option it may wish to take at that time. 

A related matter is the U.S.-initiated Philippine Aid Program, known as 
the mini-Marshall Plan, which seeks to provide $10 billion over five years 
for the economic recovery of the Philippines. Its implementation depends 
upon the cooperation of several advanced industrialized countries includ- 
ing Japan, the United States, and West Germany. It is thought that the 
plan is tied to the bases issue, although the U.S. denies this. 

Finally, the Philippines began to take a new look at the Soviet Union in 
its desire.to improve and widen its relations with as many countries as 
possible. The visit of the Soviet foreign minister in late 1988 is viewed as a 
first major step in improving Philippine-Soviet relations. : 


Prospects for 1989 

This writer continues to be cautiously optimistic about the Philippines in 
1989, sharing the view that no spectacular political events can be expected 
to take place in the country. It will most likely be a quiet year, where 
economic issues will be more important than political ones.? 

The insurgency will not be solved unless material improvements in the 
conditions feeding the insurgency are made, although it is possible that 
better military performance can lead to an erosion of insurgent influence in 


9. Ibid. 
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the countryside. The search for peace is likely io dominate the political 
landscape, whether it be in the area of communist insurgency, the Muslim 
secessionist movement, or the issue of regional autonomy for both the Cor- 
dilleras and Muslim Mindanao where organic acts for these autonomous 
regions are in the process of being finalized. 

President Aquino needs to address the issues of graft and corruption and 
human rights abuse, areas where critics rated her very poorly in 1988. A 
government that arose on the promise of morality in government and 
human rights protection cannot afford to have this situation continue with- 
out eventually dissipating its moral right to govern. An improvement in 
these two areas, therefore, is an indispensable requirement that needs to be 
pursued in earnest before too long becomes too late. 





THAILAND IN 1988 


The Economic Surge 


Larry A. Niksch 





Thailand in 1988 experienced important political 
changes as a result of the July parliamentary election, with an elected civil- 
ian prime minister taking office for the first time since the 1973-1976 pe- 
riod. There also was important diplomatic movement on the Cambodian 
issue. But these developments were overshadowed by Thailand's rapid 
economic growth, the expansion of the industrial base, and the broader- 
based surge in exports. Predictions in 1987 that Thailand would join the 
ranks of the newly industrialized countries in the early 1990s gained addi- 
tional support from the economy's performance in 1988. 


The Economy 

Projections of economic growth in 1988 forecast an increase in Gross Do- 
mestic Product (GDP) of over 1096 by year's end.! This was boosted by 
strong expansion in nearly every sector; industrial output (over 10% ex- 
pected), agriculture (over 796), and construction (over 10%). A strong 
cycle of private investment, including foreign investment, and manufac- 
tured exports fueled the growth and, along with a sizeable increase in tour- 
ism, bolstered financial stability and prevented any rise in the external 
debt. 

The boom in investment activity, which began in 1987, continued to 
gather momentum. The Thai Board of Investment (BOD) reported the ap- 
proval of 621 applications for capital investment totaling $3.8 billion 
‘during the first six months of 1988 (another 273 applications awaited ap- 
proval), compared to the approval of 623 applications, totaling $2.6 bil- 
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lion, for all of 1987. Of the 894 total applications for the first six months, 
196 came from Taiwanese firms and 182 from Japanese companies, contin- 
uing the trend of 1987 when Thailand became the principal target in East 
Asia for Japanese and Taiwanese investment. Despite the slightly greater 
number, the value of the Taiwanese applications, which were in more la- 
bor-intensive industries, was only half that of the Japanese, which were for 
higher technology enterprises. Investment likely will expand Thailand's 
industrial base beyond textiles, food processing, and integrated circuits. 
Overseas demand for Thai exports remained strong in 1988, especially for 
manufactures. Overall exports grew by over 34% in the first seven months 
of the year, reaching $8.46 billion. Projections for the full year had ex- 
ports reaching nearly $16 billion, as compared to $11.6 billion in 1987.7 

Import growth, however, was even greater, up nearly 49% from 1987 
during the first seven months. The surge of investments resulted in a sharp 
rise in capital goods imports, which nearly doubled. As a result, trade and 
current account deficits deteriorated but not dangerously. The current ac- 
count deficit remained below $1 billion for the first seven months of 1987 
and was expected to reach about $1.9 billion for the entire year. However, 
foreign investment rather than foreign borrowing was financing most of 
the deficit. In fact, favorable interest rates and export growth were ex- 
pected to reduce the ratio of foreign debt repayment to export earnings to 
14%, as compared to 16.9% in 1987 and 20.1% in 1986.3 Debt service 
also fell as a percentage of the FY 1989 budget, from 24.5% in FY 1988 to 
23.3%. These trends are bound to enhance the already high level of confi- 
dence in Thailand among international financial agencies, foreign banks, 
and foreign investors. 

Officials of the Bank of Thailand and government economic planners 
began to take steps toward the end of the year to slow the economy. Ac- 
tions by the bank pushed up interest rates to over 10% and slowed growth 
in the money supply. Officials also announced that the government would 
maintain the policy of limiting external borrowing to $1 billion per year, in 
the face of pressure to raise the ceiling. 


An expansion budget. Thai budget drafters faced the optimistic situation 
of rapidly rising revenues owing to the economic expansion, as they pre- 
pared the budget for fiscal year 1989, beginning October 1, 1988. The gov- 
ernment revised its FY 1989 revenue estimates from 230.5 billion to 262.5 
billion baht and used this to propose a budget of 285.5 billion baht, 17.2% 
higher than the previous budget and a sharp departure from previous aus- 


2. Ibid. 
3. Bangkok Post, October 27, 1988. 
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terity budgets. Sectoral increases gave priority to allocations for infra- 
structure to support business and industry. This reflected the strains 
imposed on infrastructure by the heavy trade and investment of the past 
two years and fears that the limits on physical infrastructure could be a 
barrier to sustained high growth into the 1990s. Congestion and delays in 
ports and roads around Bangkok were pronounced by year’s end, and elec- 
tric power and telephone capacity also was under severe pressure. 

In contrast to the priorities of the previous Prem government, the Chat- 
ichai government’s budget cut the rural job creation program. It also 
boosted salaries of civil servants and armed forces personnel by ten billion 
baht, another contrast with the previous government’s austerity in this 
area. The government also added another 2.8 billion baht for increased 
salaries for employees of state enterprises. A number of the normally doc- 
ile state enterprise unions had threatened a partial work stoppage at the 
end of October if the government did not meet their wage demands. This 
new activism followed action by the unions in June and July in opposition 
to the Prem government’s plans to privatize a number of inefficient, 
budget-draining state enterprises. The Prem government had resisted the 
demands, but the Chatichai government’s response was more sympathetic. 
Besides acceding to the pay demands, Prime Minister Chatichai promised 
to halt the privatization program. 


Elections and Prem’s Exit 

Prime Minister Prem Tinsulanond completed his seventh year in office in 
March 1988. Prem had headed five coalition governments during the pe- 
riod, had influenced a gradual transition to a more democratic system, and 
had presided over the emerging economic boom. He had ruled with ap- 
parent integrity and had warded off several political challenges from the 
army. Nevertheless, Prem was not popular as he entered his seventh year; 
he was criticized for lack of leadership, aloofness, and for refusing to stand 
for elective office. His decision to call a parliamentary election resulted 
from a new crisis within his coalition regime. The Democratic Party, long 
split into ruling and dissident factions, fractured over a vote in Parliament 
on a copyright bill. Opposition parties seized on this to propose a vote of 
censure against Prem and his cabinet. They threatened a rough debate, 
including the raising of questions about Prem’s personal life. Prem acted 
first, however, dissolving Parliament on April 29 and setting elections for 
July 24. 

The election was widely contested. Over 3,600 candidates ran for 357 
seats in the House of Representatives. Spending by candidates was heavy, 
and vote buying reportedly was extensive in the rural areas, particularly in 
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the poorer northeast. The voting and counting or votes, on the other hand, 
seemed to go smoothly with reportedly little fraud and illegality. Fifteen 
parties won seats in the election. The results showed a major gain for the 
Chart Thai Party, from 63 to 87 seats, to become the largest party in Par- 
liament. The divided Democrats plunged from 100 to 48 seats, and the 
Social Action Party, the third major coalition partner, boosted its total to 
54 with three new seats. The major winners among the opposition parties 
were the Ruam Thai (19 to 35 seats), and Prachakorn Thai (24 to 31), and 
the Puangchon Chao Thai Party (1 to 17) led by the former army com- 
mander, Arthit Kamlangek, whom Prem had ousted in 1986. 

Immediately after the election, the Chart Thai leader, Chatichai Choon- 
havan, indicated that he favored another Prem-led cabinet. Negotiations 
began, and a five-party coalition quickly formec among Chart Thai, the 
Democrats, Social Action, Rasadorn, and United Democrats. Prem then 
dropped a bombshell by turning down the invitation of the new grouping 
to serve as prime minister. The coalition then turned to Chatichai. A last 
ditch move by opposition parties to nominate Foreign Minister Siddhi 
Savetsila, head of the Social Action Party, failed as Siddhi supported Chat- 
ichai after a brief flirtation with the insurgents. 

Chatichai became the first. elected civilian prime minister since the army 
overthrew a civilian parliamentary government in a 1976 coup d'etat. This 
transition at the top was matched by the very different nature of Chat- 
ichai's cabinet. Prem had included a number of unelected individuals in 
his cabinets, usually technocrats in the key economic posts. Chatichai, by 
contrast, appointed politicians or wealthy party backers to all but one of 
the cabinet positions. Businessmen and bankers, many of whom supported 
Chart Thai as a probusiness party, were critical of the cabinet lineup, par- 
ticularly the appointment as finance minister of Pramual Saphavasu, a bus- 
inessman and Chart Thai member but with lit-le financial experience. 
Another controversial appointment was that of Montree Pongpanich as 
minister of transport and communications. Montree had been criticized as 
an ineffective minister of commerce in the Prem cabinet. Criticisms of the 
new cabinet focused on fears that political corruption and cronyism could 
emerge as a major element of ministerial dealings, and that the new gov- 
ernment would base future economic policy decisions much more on polit- 
ical expediency. Chatichai reinforced this concern with his decision to end 
privatization of state enterprises and downgrade to an advisory role the 
National Economic and Social Development Board,* which had occupied 
a policy-setting role under Prem. 


4. Asian Wall Street Journal, August 10, 1988; Paul Handley, “Back to Business," FEER, 
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The new government, nevertheless, got off to a good start. It completed 
a draft budget and moved it through the Parliament. Chatichai appeared 
to establish a working relationship with the army, particularly with the 
commander, General Chaovalit Yongchaiyuth. Chaovalit had been em- 
broiled in almost constant controversy in the last months of the Prem gov- 
ernment, and many politicians and politically conscious civilians had come 
to view him as a destabilizing force. Chaovalit was criticized for the Thai 
army’s reportedly poor performance in the border fighting with Laos in 
January and February 1988, and also for a number of public statements 
suggesting structural or constitutional changes in the government. 
Chaovalit raised eyebrows saying that he would stage a coup d’etat if he 
received approval from the people—although he also reiterated his earlier 
pledge not to lead a military putsch.> Chaovalit’s relations with Prem had 
worsened. He submitted his resignation in May with the apparent inten- 
tion of entering politics and establishing himself as the successor to the 
prime minister. Pro-Chaovalit politicians reportedly played an active part 
in the opposition’s move to launch a vote of no-confidence against Prem.°® 
The prime minister, however, rejected the resignation, and his subsequent 
decision to step down indicated that he no longer was willing to nurture 
Chaovalit’s political ambitions. 

Chaovalit’s position seemed to improve with the advent of the Chatichai 
government. The new prime minister reportedly offered Chaovalit the 
post of defense minister; he reportedly turned it down but appeared to 
remain on good terms with Chatichai, who apparently gave the general a 
free hand in the annual round of military promotions in September. 
Chaovalit promoted an echelon of younger officers to the command of 
combat units while continuing to elevate former combat commanders, 
mainly from the influential Class 5 of the Chunlachomklao Military Acad- 
emy. He thus put his own stamp on the army’s command structure to a 
greater degree than previously, according to most observers.” Chatichai 
also dispatched Chaovalit on semi-diplomatic missions to Laos and Burma 
in November and December in major foreign policy initiatives to improve 
relations with Thailand's neighbors. 

An enduring problem inherited by Chatichai was instability among coa- 
lition partners. There is rivalry between the Chart Thai and Social Action 
parties, particularly between Chatichai and Foreign Minister Siddhi. 
Democratic Party leaders, too, remained distrustful of Chart Thai. 


5. Bangkok Post, May 19, 1988. 
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A New Foreign Policy? 

The strains between Chatichai and Siddhi did appear to have a policy di- 
mension. Chatichai took office voicing an objective of normalizing rela- 
tions; with Vietnam and shifting Thailand's Indochina policy to one 
emphasizing trade and investment. Chatichai retained as an adviser, Dr. 
Sukhumbhand Paribatra of Chulalongkorn University, an outspoken critic 
of the Prem government's hardline policy toward Vietnam on the 
Cambodian question. The Foreign Ministry under Siddhi, however, con- 
tinued to hold that a satisfactory outcome to the Cambodian issue was a 
precondition to more normal relations with Vietnam. Moreover, the Min- 
istry stood firm on its position that the foremost requirement for a settle- 
ment was the total withdrawal of Vietnamese forces and that a withdrawal 
should not be conditional upon a cessation of aid to the Khmer resistance 
groups. The Ministry stressed the latter point in response to Vietnamese 
demands for such a linkage and calls in the United States and other West- 
ern countries for steps to prevent a resurgence cf the Khmer Rouge. 

As negotiations on Cambodia entered a more active stage in 1988, the 
Thai government put forth a proposal in late October based on these prin- 
ciples. It proposed a three-phased Vietnamese withdrawal supervised by 
military forces of an international peacekeeping commission. External aid 
to the resistance groups would end only when Vietnam completed the 
withdrawal; a cessation of aid would also include a termination of 
Vietnamese and Soviet assistance to the Khmer elements in the present 
Phnom Penh regime.? Thai officials, however. did endorse the stepped-up 
negotiations on Cambodia, especially the informal talks in Jakarta among 
the Khmer factions and the Vietnamese. The Thais also endorsed the 
principle that a peace settlement should not bring about a “recurrence in 
Kampuchea of the genocidal policies and practices of the recent past" ?— 
Le. a return to power of the Khmer Rouge. Thailand stood with its 
ASEAN partners at the United Nations in inserting such language in the 
annual General Assembly resolution on Cambodia in the face of Chinese 
opposition to the clause. Thai officials stressed the need for an interna- 
tional peacekeeping military force to ensure against such an outcome. 

Nevertheless, by year's end neither the Chatichai government nor inter- 
national sentiment had changed Thailand's basic Indochina policy. The 
Thai army reportedly continued to assist the Khmer Rouge as its forces 
sought to move more personnel into Cambodia in anticipation of future 
Vietnamese troop withdrawals.!? Moreover, the Thai military further 
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consolidated Thailand’s security relationship with China. The army an- 
nounced plans for new purchases of arms from China, and negotiations 
progressed on the proposal for the establishment of a joint Thai-Chinese 
weapons stockpile on Thai soil. 

Policy change did begin, though, with Laos as the target. Thai and Lao 
forces had engaged in nearly three months of inconclusive fighting in De- 
cember 1987—February 1988 over a disputed piece of territory on the bor- 
der between Laos and Thailand’s Phitsanloke Province. The Thai army 
put its military casualties at slightly over 100, but outside observers esti- 
mated that the actual figure considerably exceeded the official count. Gen- 
eral Chaovalit and the Lao chief of staff negotiated a truce in February, 
but the Prem government accomplished little in the subsequent months to 
resolve the dispute. 

Prime Minister Chatichai stated that his government intended to turn 
Laos into “Thailand’s friend."!! The government launched a number of 
initiatives leading up to Chatichai’s visit to Laos at the end of November, 
including the opening up of border crossings, a reduction in the number of 
goods prohibited from export to Laos, and a proposal to set up a joint 
border commission. In preparation for the trip, Chatichai bypassed the 
Foreign Ministry by sending Dr. Sukhumbhand and another personal ad- 
viser to Vientiane. The prime minister achieved an agreement on the bor- 
der commission during his meetings with Lao leaders, and they agreed in 
principle on the construction of a bridge across the Mekong River. Chat- 
ichai also offered Thai economic assistance in several fields and invited Lao 
Prime Minister Kaysone Phomvihan to visit Bangkok. 

Prime Minister Chatichai assumed office a little over a month before the 
crackdown by the Burmese army on the people of Rangoon and other cit- 
ies, who had risen in revolt against the regime of dictator Ne Win. The 
revolution and the severe army repression created a dilemma for Thailand. 
Thai public opinion supported the prodemocracy demands of the people, 
and Thailand became a haven for over 7,000 students and other activists 
who fled after the crackdown. Conversely, the Prem government had 
sought over the years to improve relations with Burma, and it had 
achieved some success in dealing with the Ne Win regime. The Chatichai 
government adopted a policy of neutrality, but its actions aimed at main- 
taining a normal relationship with the Burmese military regime. This was 
especially the attitude of the Foreign Ministry, which announced it would 
send a delegation to Rangoon in November to finalize negotiations on sev- 
eral economic agreements. It also stated that it would prevent exiled Bur- 


11. The Nation, October 28, 1988. 


172 ASIAN SURVEY, VOL. XXIX, NỌ. 2, FEBRUARY 1989 


mese students and political activists from engaging in antigovernment 
activities. ` 

The announcement of the delegation drew a storm of protest from Thai 
student groups, human rights organizations, and the media. The govern- 
ment responded by canceling the trip. This marked an unusual instance 
where the force of public opinion produced a major change in foreign pol- 
icy; along with Chatichai’s initiative on Laos, it appeared to reflect a new, 
more vulnerable situation for the Foreign Ministry in the post-Prem era. 
Reflecting greater sensitivity to public opinion, Foreign Ministry officials 
disclosed that the government would reject a request by the Burmese re- 
gime for the repatriation of Burmese students. Moreover, in his December 
visit to Rangoon, General Chaovalit urged the military authorities to solve 
the ethnic insurgencies by guaranteeing the right of the ethnic peoples “‘to 
participate in politics.” Chatichai subsequently said that he would not 
visit Burma until elections took place. 


More Strains with the United States 

" Relations with the United States, Thailand’s traditional ally, continued to 
show strains in 1988. Early in the year, Thai complaints about the declin- 
ing levels of aid from the United States were matched by U.S. protests over 
a tougher Thai policy toward Vietnamese refugees, in which the Thai mili- 
tary forcibly blocked Vietnamese from entering the country. More funda- 
mental differences persisted over trade, and a gap over the Cambodia issue 
also appeared. 

The Foreign Ministry displayed nervousness and irritation over de- 
mands in the U.S. Congress and elsewhere that Thailand and China end 
aid to the Khmer Rouge. Thai officials and military leaders reacted 
strongly to an article in the Washington Post alleging that a group of Thai 
army officers had siphoned off about $3.5 million in U.S. aid to the 
noncommunist Khmer resistance forces.!? Thai newspapers often pro- 
vided thoughtful analysis and new information on the allegation, but army 
leaders denounced the charges as untrue and baseless. The press quoted 
unnamed army officers as saying that the Washington Post article reflected 
a U.S. government attempt to discredit General Chaovalit, who wants 
Thailand to distance itself from the United States. Chaovalit himself re- 
acted most strongly, telling the (unnamed) source of the article to “go to 
hell” and referring to “ugly Americans."!? The statements of civilian offi- 
cials, including Prime Minister Chatichai, were more moderate in tone, 
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but Chatichai indicated that Thailand should reduce its future need for 
U.S. military aid. 

More fundamentally, Thai officials foresaw a future loosening of the re- 
lationship because of trade disputes. The issue of copyright protection for 
U.S. products, which had facilitated the May political crisis, came to a 
head at the end of the year when the Thai government rejected U.S. de- 
mands for special legislation to guarantee such protection. The Reagan 
administration threatened to end the General System of Preferences (GSP) 
trade benefits to Thailand if it did not enact legislation by December 15. 
The U.S. side specifically demanded that the Thai government provide 
copyright protection for computer software and patent protection for 
American pharmaceutical products. The Thais argued that the United 
States would gain sufficient protection when it acceded to the Berne Con- 
vention on copyrights, to which Thailand is a signatory. Prime Minister 
Chatichai asserted on December 13, during intense U.S.-Thai negotiations, 
that a retention of GSP privileges was not worth the concessions de- 
manded by Washington, although Thai negotiators reportedly promised 
interim measures to protect pharmaceuticals. 14 

Following the unsuccessful conclusion of the talks, the Reagan adminis- 
tration began a process of determining the extent to which it would with- 
draw GSP benefits. The cloud on trade relations worsened, too, when the 
two governments failed to reach agreement on quotas for Thai exports of 
textiles, garments, and steel products. Thai officials downplayed the im- 
pact of GSP cuts, but they expressed concern that Thailand in 1989 could 
be the target of U.S. “retaliation” under Section 301 of the 1988 U.S. trade 
act. Nevertheless, the press and the public applauded the Chatichai gov- 
ernment’s stand against pressure from Washington. 


14. Bangkok Post, December 17, 1988. 





BURMA IN 1988 
There Came a Whirlwind 


Burma Watcher 








The past year has been Burma's most turbulent and 
violent since 1962, the year General Ne Win seized power in a military 
coup and initiated one of the world's most isolated and economically disas- 
trous regimes. In 1988, after 26 years of rule, Ne Win resigned his overt 
political posts but retained power behind the scenes, while the Burmese 
people endured political turbulence, economic disintegration, and brutal 
repression during a heady period of political hope for a better way of life. 

The article on Burma in 1987 by John B. Haseman was entitled 
* Change in the Air?" In 1988 there came a whirlwind of violence as the 
Burmese people struggled toward an end to the discredited "Burmese way 
to socialism" and a transition to a more moderate form of democratic gov- 
ernment. Normal political and economic developments were overshad- 
owed by the series of violent periods that dominated the year. i 


` The Politics of Anger 
No one could have foreseen that the traumatic events of the year would 
start in a brawl between a small group of students and townspeople over 
the type of music played in a bar and cafe. But that is precisely what 
happened. A populace still stung by the demonetization of 80% of its 
currency in September 1987 was less tolerant of its government and more 
brazen in its response to petty repression. In March, an off-campus con- 
flict that could have been settled by reasonable discussion escalated instead 
to major violence by the utter stupidity of the government's reaction. The 
death of a student at the hands of a ministerial bodyguard led to major 
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student demonstrations at Rangoon’s university campuses. Except for 
small disturbances following the demonetization, these were the first major 
antigovernment demonstrations since student protests at the burial ar- 
rangements for former U.N. Secretary-General U Thant in 1974. 

The use of special riot police called Lon Htein, whose callous brutality 
stunned the general population, changed the conflict into a major protest 
by the ordinary people of Rangoon. Unofficial estimates of student deaths 
from beatings, bayonet stabbings, and suffocation were in the hundreds, 
but the government blandly announced a total of two student deaths. 
Government coverup attempts inflamed public opinion while thousands of 
students were arrested and carted off to prisons. Months later the govern- 
ment admitted the worst atrocity, the suffocation deaths of 41 students 
among over a hundred people crammed into a single police paddy wagon. 

The demonstrations led to the closing of all universities in Burma until 
June, a move the government hoped would calm student fervor. However, 
people did not forget the violence of March. Rumors swirled through 
Rangoon about beatings and deaths at the hands of the Lon Htein, and 
about alleged rapes of women students imprisoned at Rangoon’s notorious 
Inséin Prison. There were demands for a full government accounting of 
the dead and missing. 

Political activity was renewed and the second period of violence oc- 
curred in late June. It started as a peaceful march of students down a 
major road from Rangoon University. The same Lon Htein riot police 
attempted to break up the march by driving a truck into the front ranks of 
the demonstrators, killing or injuring several junior high school students. 
The enraged crowd turned on the police and beat eight of them to death on 
the spot. The Lon Htein fired into the crowds of demonstrators at several 
points, dispersing them and incurring even more hatred in the process. All 
schools in Burma, from elementary level through universities, were closed 
indefinitely and remain closed at this writing. 

In the aftermath of the riots and under great pressure from an aroused 
populace, Chairman U Ne Win called extraordinary meetings of the ruling 
Burmese Socialist Program Party (BSPP) and the Pyitthu Hluttaw (na- 
tional assembly) in late July. It was widely believed the sessions would 
result in some political concessions, including the expulsion from the 
BSPP of General Secretary Sein Lwin. Instead U Ne Win and President 
San Yu resigned their party and state posts, and in the ensuing power 
vacuum the BSPP appointed Sein Lwin, the most hated man in the coun- 
try, as both the BSPP chairman and president of Burma. Incredibly, the 
man held responsible in the people’s eyes for the brutality of March and 
June, as well as for the deaths of students in 1962 and 1974, became the 
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country's chief of state and party leader. Popular outrage was immediate 
and widespread. Demonstrations began in Rangcon and quickly spread to 
most other major cities in Burma. Initially led by students, the ranks of 
demonstrators quickly filled with people from all walks of life; by early 
` August hundreds of thousands were marching through Rangoon and other 
cities demanding the resignation of Sein Lwin and an accounting of stu- 
dents missing after the March and June incidents. The demonstrators also 
carried signs calling for democracy and the remcval of the one-party sys- 
tem run by the BSPP. Martial law was declared on August 3, and combat 
troops were brought directly from front line duty against Karen insurgents 
to patrol the streets of Rangoon. 


The Politics of Violence 

Throughout the turmoil of March and June the Burmese armed forces 
(Tatmadaw) had retained a popular image. Although present on the 
streets, military forces had been held in reserve and were not deployed 
against the demonstrators. Popular mythology reported instances of 
soldiers restraining the brutal Lon Htein in their clubbing of students, and 
the feeling was that the Tatmadaw supported the students in their confron- 
tation with the police. Years of effective propaganda have portrayed the 
Tatmadaw as children of the nation, born of the people and defenders of 
the country. The standard image shows loyal sacrifice as soldiers leave 
their family and loved ones and depart for a life of hardship and danger on 
the front lines. Songs, movies, and books have been written furthering this 
image, and the effort had been a huge success. The people of Burma had 
been conditioned to think of their army as a force of strength, deployed on 
the country's frontiers to combat a wide array of insurgent movements 
that threatened the nation's security. Certainly the 8096 of Burmese living 
in “metropolitan Burma," the historic center of Burman society along the 
great Irrawaddy, Chindwin, and Sittang rivers, had little chance to see the 
Tatmadaw in action. 

Even as late as August 8th, five days after the declaration of martial law 
and the banning of gatherings and demonstrations, thousands of people. 
marched through Rangoon. Student marchers were seen paying homage 
to the squads of soldiers deployed on every street corner, and the ex- 
panding demonstrations remained peaceful, without interference from the 
military. But sometime that day—the 8th—a decision was made at the 
highest level of government to use force against the marchers. After warn- 
ing demonstrators in front of City Hall to disperse or be shot, the army 
opened fire. Dozens were shot and the violence was on. Uglier and uglier 
incidents multiplied throughout Rangoon. Troops, fully deployed all over 
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the city, fired on unarmed demonstrators at will, chased fleeing civilians 
and shot them, and fired indiscriminately into houses and at innocent peo- 
ple caught in the wrong place at the wrong time. In one of the worst 
incidents, soldiers followed a group of protesting nurses into the com- 
pound of Rangoon General Hospital, which had become a central gather- 
ing place for demonstrators, and opened fire, killing or wounding doctors, 
nurses, and bystanders. The soldiers returned later and again fired into the 
hospital. The government-controlled radio and television news lost all 
credibility by repeatedly broadcasting denials of this incident despite hun- 
dreds of eyewitnesses and verification by foreign diplomats. 

The brutal repression lasted through August 12th. Though final figures 
will never be known, reliable diplomatic observers estimate that over a 
thousand people were killed and more than two thousand were wounded. 
On August 13th, Sein Lwin resigned and was replaced by Dr. Maung 
Maung, a civilian and close intimate of U Ne Win’s inner circle. He was 
probably the most credible candidate available from the ruling echelon of 
the BSPP, and one of his first steps was to withdraw the army from the 
streets of Rangoon. For awhile at least, the killing stopped. 


The Politics of Hope 

With considerable justification, the Burmese people thought they had won 
a significant victory. Dr. Maung Maung announced that the planned ref- 
erendum on whether or not to adopt a multiparty system would go for- 
ward. But the people were no longer listening. In the streets in increasing 
numbers, they insisted that a referendum had already taken place and that 
the millions of voices already had declared their decision. Well-organized 
demonstrations, with growing numbers of participants, took place daily, 
including in front of the United States embassy. Perhaps because of U.S. 
official and congressional denunciation of the regime’s resort to lethal force 
against unarmed demonstrators, the people of Rangoon adopted the em- 
bassy as a gathering place and a destination for most demonstrations, the 
largest of which took place on August 23 and 24 with an estimated one 
million people participating. 

Significantly, every other city and town of any size in Burma also sup- 
ported huge demonstrations. Mandalay, the great center of Burmese cul- 
ture, regularly turned out hundreds of thousands into the streets. Many 
towns swelled over their normal populations as rural farmers came to town 
to demonstrate for democracy. It was no longer a case of isolated and 
sophisticated Rangoon speaking out. What sounded was the voice of an 
entire nation. 
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To the aroused populace, the government response was seemingly to 
foment fears of a breakdown of law and order. Rumors flew like wildfire, 
`- with some justifiable verification, that the government was instigating rob- 
bery and unrest with squads of undesirables. The rumors were fed when 
simultaneous major riots occurred in many of the country’s largest pris- 
ons. After fires and rioters damaged the prisons, tens of thousands of com- 
mon criminals were released into this tinderbox of suspicion and violence. 
Suspected criminals suffered instant vigilante justice, including beheading.. 
Severed heads and headless bodies appeared at suburban markets and 
downtown street corners. Anarchy loomed, and Rangoon turned into an 
armed vigilante camp. Every city block or neighborhood organized its 
own security committee, and bamboo fences eight feet high spread across 
every city block to keep out nonresidents and control access. 

As a result, most government services came to a halt. Heeding opposi- 
tion. calls for a general strike, Burma's millions of civil servants stayed 
home. The economy, already in shambles, ground to a halt. Fuel became 
scarce as refineries closed. Domestic air service wes halted, and by the end 
of August foreign airlines stopped regular service to Rangoon. Trains, 
intercity buses, and ferries also stopped running. The cost of local trans- 
portation soared with the cost of fuel, and food transport slowed to a 
trickle. Exports of rice and teak wood came to a halt and foreign exchange 
reserves plunged. Mobs sacked government factories and warehouses, and 
they occupied police stations and confiscated weapons found there. 

In this atmosphere of fear and insecurity, most foreign embassies in 
Rangoon evacuated their dependents and some staff members as a precau- 
tionary measure. A dramatic evacuation flight of these dependents on Sep- 
tember 11 signaled a major change in the external view of events in Burma. 
An ever more isolated government accused foreign news media of undue 
influence in Burmese internal affairs, a damning admission that a radio 
broadcast or news article outside of Burma carried more weight with the 
Burmese people than anything the government could churn out. 


The Politics of Opposition 
Political opposition has been prohibited in Burma for more than 26 years. 
Because of this, demonstrators were slow to organize and produce effective 
leaders. Three personalities gradually assumed importance as leaders of 
the opposition movement. Retired Brigadier General Aung Gyi was well 
known for writing a series of critical letters to BSPP Chairman U Ne Win 
between April and July. His letters recounted the history of the BSPP 
takeover of the country in 1962, criticized the government’s handling of 
economic disintegration, and detailed human rights abuses by riot police 
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during the March demonstrations. Aung Gyi, imprisoned in the past for 
his disagreement with Ne Win’s policy of nationalization of industries and 
property, was arrested by Sein Lwin and imprisoned for several weeks 
before being released by Dr. Maung Maung. Retired Major General Tin 
Oo retained considerable influence within the armed forces. He was forced 
from service and jailed in 1976, allegedly for failure to take action against 
coup plotting by junior officers. The third and most unlikely leader to 
emerge was Aung San Suu Kyi, daughter of Burma’s revered indepen- 
dence leader, General Aung San. Married to a British scholar and a long- 
time resident of England, she was fortuitously in Burma to attend to her 
seriously ill mother when the demonstrations broke out. 

These three figures consolidated personal support at outdoor rallies at- 
tended by hundreds of thousands of followers, and they joined forces to 
form the major opposition political party. Former Prime Minister U Nu, 
ousted by Ne Win in his 1962 coup, formed a second major opposition 
party. Apparently out of touch with the realities of present-day Burma, U 
Nu at one point declared himself the legitimate prime minister and an- 
nounced formation of a government without consulting many of those he 
“appointed” to office. U Nu retains much affection and respect in Burma, 
but the degree of his political influence cannot be readily discerned. 


The Politics of Violent Repression 

Much political activity and the heady feeling of freedom: in the air van- 
ished on September 18, when Armed Forces Chief of Staff General Saw 
Maung announced that the armed forces had taken over the government. 
The pseudo-coup placed the military, which has always been the real arm 
of power in Burma, in an unfamiliar, out-front political posture. The im- 
mediate effect of Saw Maung’s seizure of political leadership was a re- 
newed period of brutal military repression. Soldiers gunned down 
hundreds of unarmed demonstrators in the streets of Rangoon, including 
an ambush of unarmed civilians directly in front of the American embassy, 
a move probably designed to remove the air of sanctuary the environs had 
enjoyed. 

The renewed violence, which persisted for several days, finally gained 
the attention of the outside world. Many foreign missions in Rangoon 
delivered formal protests to the military junta deploring and condemning 
the violence directed at unarmed demonstrators, and calling for reconcilia- 
tion between the military and the political opposition. Burma’s three ma- 
jor aid donors—Japan, West Germany, and the United States—suspended 
their assistance programs until genuine political reform is instituted. 
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The military leadership, taking its direction from Ne Win, quickly con- 
solidated its position and ended the demonstrations. Thousands of dead 
and wounded jammed Rangoon hospitals and private clinics, and it was 
readily apparent that armed might had prevailed. Within days, the peo- 
ple’s crude roadblocks and security fences had been dismantled and mar- 
tial law succeeded in halting demonstrations. It took more than two 
weeks, however, to return civil servants to their ministries, and the damage 
imposed by mobs and two months of general strike took their toll on the 
government infrastructure as well as on many siate-owned factories and 
other enterprises. 


The Aftermath 

A key part of General Saw Maung’s proclamation upon seizing overt 
power was a pledge to respect the people’s wishes for free elections once 
law and order had been restored to Burma. Laws for registration of polit- 
ical parties were quickly drawn up and more than 100 political parties had 
registered by early November. It remains to be seen how many of these 
parties plan to contest the elections. The date fcr elections has not been 
set, although a period in early 1989 has been commonly rumored. The 
Saw Maung government has not granted several key demands by the oppo- 
sition in the area of election management, however. The election commis- 
sion was appointed by the government without opposition representation. 
Curfews and restrictions on public gatherings prevent much public 
campaigning from taking place. However, General Saw Maung did direct 
the divestiture of all publicly owned assets from the BSPP, and all military 
and government personnel have been prohibited from membership in any 
political party. 

Ironically, the Tatmadaw, which started the year as a respected compo- 
nent of Burmese society, reached year’s end as a popularly hated organiza- 
tion. Its use as an indiscriminate dispenser of violent repression resulted in 
a forfeiture of the respect and affection it enjoyed both locally and abroad. 
The armed forces remains a highly disciplined organization, apparently 
totally loyal to Ne Win and the narrow interests his inner clique repre- 
sents. Held in thrall for years by access to special privilege and sanctioned 
corruption, the Tatmadaw remains the most powerful sector of society in 
Burma and will, for the foreseeable future, retain en overwhelmingly pow- 
erful position within the country. 





PAPUA NEW GUINEA IN 1988 


Political Crossroads? 





David Hegarty 





The established pattern of Papua New Guinea’s par- 
liamentary politics—frequent floor-crossing, shifting factional alignments, 
and unstable coalitions—-was demonstrated again in 1988. On July 4 the 
coalition government of Paias Wingti was toppled from power by a no- 
confidence motion in Parliament. The opposition parties led by Pangu’s 
Rabbie Namaliu, together with defectors from the government, defeated 
Wingti by a vote of 58 to 50. Namaliu immediately became prime minister 
under provisions of the constitution that enable governments to change 
without recourse to general elections.! In a clear reference to the taint of 
corruption and air of instability that had surrounded the outgoing govern- 
ment, the new prime minister promised to "stop the moral rot," revive 
national unity, and restore public confidence in the country's leadership. 
‘At year's end Namaliu's majority remained intact, but there were doubts 
"whether he could deliver on his promises. Like Wingti before him, 
iNamaliu faced an immense array of problems including coalition tensions, 
‘sluggish economic growth, bureaucratic inertia, resurgent separatism, 
'soaring crime rates, industrial strife, militant landowner action at mine 
'sites, and apprehensive foreign investors. Clearly all was not well at the 
“grass-roots” or in the polity at large. Indeed, a qualitative change in the 
character of political and social dissent had occurred. The political game 
was now decidedly “hard ball," and the first phase of independence poli- 
tics—the postcolonial twilight—was obviously over. As in 1987 following 
the turbulent election, questions were raised about the overall stability of 
Papua New Guinea’s political system and its democratic institutions. The 
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irony was that the country was on the verge of a gold-mining boom that, if 
successful, would make it the world’s fourth largest gold producer. 


The Fall of Wingti 


Wingti had narrowly won the prime ministership following the mid-1987 
polls. He then briefly strengthened his five-party coalition by taking on 
board a number of opposition defectors including Utula Samana, a charis- 
matic politician regarded by many observers as a future prime minister. 
But pressures on Wingti soon began to mount. Ted Diro, former Defence 
Force commander, leader of the People’s Action Party (PAP), and archi- 
tect of a surprising cohesion among MPs from the Papuan region, had 
been forced to resign from the cabinet in November 1987. A judicial in- 
quiry had heard allegations that Diro stood to make millions in illegal 
forestry dealings during his earlier tenure as Minster for Forests. Cleared 
of a minor charge in January, but still facing possible prosecution for cor- 
ruption, Diro attempted to push Wingti into reinstating him and conced- 
ing more ministries for the PAP. Despite the fact that the PAP effectively 
held the balance of power in Parliament, Wingti stood firm. 

The image of the government had become tainted by persistent allega- 
tions surrounding the purchase of shares in an inaugural issue by Placer 
Pacific, a large gold mining company. The then deputy prime minister and 
finance minister, Sir Julius Chan, was at the center of the affair, allegedly 
using his official position to gain unfair advantage. In midyear Chan was 
cleared of malpractice. An inquiry also revealed that 40 other national 
leaders including ministers, judges, and the Ombudsman himself had re- 
ceived Placer Pacific shares without honoring their constitutional obliga- 
tion to declare their purchases to the Ombudsman Commission. Public 
cynicism over politicians’ behavior was increased by such transparent op- 
portunism as the government's attempt to shore-up its majority. In March 
the government appointed 27 backbenchers to the leadership of statutory 
authorities. This brought the total of official, weli-paid positions for MPs 
(including ministries) to more than half the number of seats in Parliament! 
Cynicism further increased when it was revealed that money intended for 
the Defence Force had been diverted to MPs' slush funds for expenditure 
in constituencies. 

The government had also mismanaged a number of issues thereby in- 
creasing pressure on itself. Following hard on the Diro affair and the sack- 
ing of the incumbent defense commander, Toay Huai, for allegedly 
compromising national security, the government dismissed three senior 
army colonels for reasons never satisfactorily explained. Like Diro and 
Huai, the colonels were from the Papuan region and rumors of a coup 
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were rekindled. Controversial legislation to regulate and restrict the media 
proposed by Gabriel Ramoi, the young radical Minister for Communica- 
tions, drew strong criticism especially from the churches, and raised com- 
ment about tendencies toward authoritarianism. In April threats by 
ministers to deport foreign journalists who were said to be planning to 
destabilize the Wingti government were exposed as a crude attempt to pre- 
vent publication of a sex scandal purportedly involving the prime minister. 
A “leaked” report by the newly appointed police commissioner cleared 
Wingti and accused opposition MPs of a smear campaign against him. 

On the eve of the April 11 parliamentary session the government had 
begun to crumble. Diro again pressed Wingti to reinstate him to the cabi- 
net, appoint him deputy prime minister, and close the Forests inquiry, 
otherwise thé PAP would join the opposition. As soon as Parliament 
opened, the opposition introduced a motion of no-confidence in the gov- 
ernment, naming Michael Somare as the alternative prime minister. To 
forestall this challenge, the government, only two-and-a-half hours into the 
session, adjourned Parliament until June. Wingti reinstated Diro, but in 
so doing infuriated his own party colleagues and precipitated the coali- 
tion’s collapse. Frenetic bargaining, horse-trading, and jockeying for ad- 
vantage then ensued among all parties and factions, both government and 
opposition. Some senior MPs, including Somare and Chan, recognizing 
the trauma engulfing the parliamentary system, proposed a "grand coali- 
tion” to stabilize the situation.? Wingti accepted eagerly but could not 
carry his partners. In the event neither could Somare. Wingti persevered 
in dealing with the opposition, but when parliament resumed on June 27, a 
new motion of no-confidence was introduced naming Namaliu (who had 
replaced Somare as Pangu Party leader in May) as alternate prime minis- 
ter. A week later the motion was carried, 58 to 50; the PAP (with two 
exceptions) and five of the nine National Party (NP) MPs deserted Wingti 
in favor of Namaliu. 

Namaliu thus came to power as leader of a five-party coalition (Pangu, 
NP, PAP, Melanesian Alliance [MA], and the League for National Ad- 
vancement [LNA]) that had little ideological or principled basis to bind it 
together. The National Party, led by Michael Mel, soon reunited behind 
Namaliu, boosting his nominal majority to twelve. Namaliu, however, had 
inherited Wingti’s “Diro problem.” To maintain credibility Namaliu had 
to stand firm on the corruption issue, yet he had to constantly watch his 
majority. Diro was not given a ministry in the new government, but no 


2. Tony Siaguru, "Anatomy of a Coalition," Post Courier, April 19, 1988. 
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charges were brought despite considerable publicity about his alleged 
abuses of power as Forests minister.? 
i Foreign Policy 
The third part of PNG’s foreign policy “trilogy” was completed on March 
14 when the prime ministers of PNG, Vanuatu, and the Solomon Islands, 
meeting as the Melanesian Spearhead Group, signed a set of Agreed Prin- 
ciples committing their countries to consultation and cooperation on re- 
gional and international issues. In 1986 PNG and Indonesia had signed a 
Treaty of Mutual Respect, Friendship and Cooperation, and in 1987 PNG 
and Australia signed a Joint Declaration of Principles Guiding Relations 
between the two countries. These three agreements represent PNG’s for- 
_malization of relations with its immediate neighbors and constitute the 
Wingti government's most enduring initiatives. Much of the credit for this 
rational approach to foreign policy belongs to the current Secretary for 
Foreign Affairs, Bill Dihau. 

The Spearhead had been a PNG initiative designed to give the Melane- 
sian states clout in the South Pacific Forum, particularly on the issue of 
New Caledonia's decolonization, and in setting the regional agenda more 
generally. As such, it illustrated the fact of a new generation in power in 
PNG, one that is more assertive and more inclined toward an activist role 
in regional affairs. Perhaps it was in this spirit of Melanesian solidarity 
that Wingti in May agreed to send a police contingent to Vanuatu to sup- 
port Prime Minister Lini, although in the event, external intervention was 
not required. 

In his first weeks in office, Namaliu declared he would honor Wingti's 
foreign policy commitments, but the appointment of Michael Somare as 
foreign minister meant that there would be a different emphasis on some 
issues. Somare, a former prime minister and in his own words a member 
of the “old guard,” immediately rejected the notion of ethnic bloc politics 
within the Forum. However, he is unlikely to dismantle the Melanesian 
Group. At the annual Forum in September, perhaps acting in the spirit of 
its new perceived role as the “third power" in the South Pacific, PNG saw 
itself as moderating tensions between Fiji and Australia. Somewhat sur- 
prisingly, Somare announced in August that a resident Soviet embassy 
would be permitted to open in Port Moresby. The decision apparently 
derived not from any sudden change in attitude toward the Soviet Union, 


3. "Commission of Inquiry Into Aspects of the Forest Industry: Interim Réport No. 2," 
serialized in The Times of Papua New Guinea, July 21-27, July 18-August 3, August 4—10, 
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but from a long overlooked Pangu Party policy calling for evenhandedness 
in the treatment of the two largest Communist powers, the Soviet Union 
and China. China had had an embassy in PNG since the late 1970s. The 
parliamentary Committee on Foreign Affairs and Defence, however, 
stalled the implementation of the embassy decision, arguing that there 
should first be some substance (e.g., trade and aid) to the bilateral relation- 
ship and that PNG’s counterintelligence capability needed strengthening. 

Relations with Australia improved during the year. Visits by the Aus- 
tralian ministers for Defence and Foreign Affairs and increased defense 
exercises between the two countries lent rhetorical and practical support to 
the 1987 bilateral agreement. Relations with Indonesia, however, re- 
mained delicate. Despite the enormous turnaround in trust and confidence 
between Jakarta and Port Moresby that had occurred under Wingti, the 
issue of border security remained a sticking point. On seven occasions 
during the year Indonesian troops ventured into PNG territory, ostensibly 
in search of Organisasi Papua Merdeka (OPM) guerrillas, without first 
consulting with PNG authorities as required under the Treaty of Friend- 
ship. Three such occasions illustrated the difficulty of the border problem 
and of its troubled prognosis. 

In April, following a violent OPM raid on a transmigration settlement 
at Arso, a short distance inside Irian Jaya in the northern border region, 
Indonesian troops camped inside PNG territory for three weeks before 
withdrawing after contact with a PNG Defence Force patrol. A meeting 
between Indonesia Defence Minister, General Benny Murdani and his 
PNG counterpart, James Pokasui, quickly defused the issue. In July shots 
were exchanged after Indonesian and PNG patrols came into contact just 
east of the Fly River inside PNG territory in the southern border area. No 
casualties were reported. In October Indonesian troops entered a PNG 
village in the northern region, briefly detaining five villagers ostensibly to 
“guide” the patrol back to the border. PNG protested diplomatically on 
four occasions. Agreement was reached at a Joint Border Committee 
meeting that more immediate telephone contact should be made by minis- 
ters to prevent misunderstandings. Consulates for both countries were to 
be opened in the two major border towns, Jayapura and Vanimo, but PNG 
would not agree to the long-standing Indonesian request for joint border 
patrols. For its part, Indonesia maintained that, contrary to the treaty, 
PNG was allowing the OPM sanctuary and that, so long as the OPM re- 
mained active, border incursions by Indonesian troops were likely to re- 
cur.* 


4. Niugini Nius, November 4, 1988; Sydney Morning Herald, November 5, 28, 1988. 
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The Army 

The spotlight fell on the army on a number of occasions and it appeared 
that, consciously or otherwise, the army was mapping out something of a 
political role for itself. The coup rumors surrounding the Diro-Huai-Pap- 
uan colonels affairs early in the year raised the army's profile, and border 
tensions that required patrolling operations demonstrated professionalism 
in monitoring Indonesian troop movements and sustaining a small field 
force. The exchange of shots on the border in July constituted only a 
small-scale baptism of fire, but it generated self-confidence within the 
ranks. The army had also become accustomed to providing aid to the civil 
power for law and order functions. A joint police-army operation 
designed to curb crime in the Highlands region ran for several months in 
the latter part of the year. In late May the Defence Force successfully 
resisted requests to send an army contingent to Vanuatu, arguing in favor 
of sending police on the basis that troops should not be involved in an 
internal Melanesian vs. Melanesian political dispute. But perhaps the 
most significant indicator of the army's interest in political issues, if not in 
the political arena at large, involved an extraordinary episode in early 
June. To prevent the implementation of a cabinet decision to move the 
assets of the Defence Air Squadron from Lae airport to Nadzab some 40 
miles inland, the army cordoned and secured their facilities at Lae. (De- 
fence Force spokesmen later argued that their action also was taken to 
prevent the airport being subdivided by commercial land developers with 
direct political connections.) A week later the Defence commander apolo- 
gized to Prime Minister Wingti and his troops withdrew to barracks. 


The Rascals 
The extent of PNG's serious crime problem was highlighted by a study of 
the so-called “rascal gangs."5 Initially composed of urban marginalized 
youth, many of these gangs had developed into vertically integrated crimi- 
nal networks with organized theft, protection, marketing, and distribution 
systems. Leadership achieved through prowess was in the hands of hard- 
ened criminals, gang territories had been established, and the use of calcu- 
lated violence was tending to displace indiscriminate acts. Crime, it 
seemed, had come to resemble parallel social and business structures oper- 
ating outside the accepted social norms, antipathetic to social and political 
elites and with their own “rules of the game." Connections had developed 


5. Bruce M. Harris, The Rise of Rascalism: Action and Reaction in the Evolution of Rascal 
Gangs, Discussion paper no. 54 (PNG Institute of Applied Social and Economic Research, 
March, 1988). 
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between gangs and some politicians, and there was speculation that oppo- 
nents had been targeted for intimidation. Equally disturbing was the fact 
that by the mid 1980s the value of stolen property per year was estimated 
at US$10 million, the recovery rate was less than 5%, and only 3% of 
breaking and entering crimes resulted in arrests. 

Wingti’s attitude had been that crime could only be mitigated by em- 
ployment creation and general economic development. Namaliu’s govern- 
ment agreed, but also looked to shorter-term solutions. A cabinet “law 
and order” committee was established, the reintroduction of capital pun- 
ishment was mooted, and agreement was reached on a 17% increase in 
budgetary expenditure for law enforcement agencies and the judiciary. 


Mining and the Economy 

Mining accounts for about 15% of PNG’s GDP and 60% of its exports. 
Four new high-yielding gold mines are to start up within the next four 
years and significant oil and gas fields are under exploration. Economic 
growth rates in recent years have varied between 1 and 3%, while popula- 
tion has been increasing at an estimated 2.8%. The World Bank early in 
the year congratulated PNG on its macro economic strategy, and forecast 
a GDP growth rate of 3.5% over the 1988-1995 period with the mining 
sector growing at a rate of 13% over the next two years. But economists 
were skeptical of the Bank’s optimism. Given the unsettled political cli- 
mate, forecasts relying on policy consistency and institutional responses to 
bring about a smooth start-up for the new mines could scarcely be made 
with confidence. Besides, it was argued that mining benefits to the econ- 
omy are essentially indirect. There also were doubts cast on the Bank’s 
reckoning that the nonmining sector would be a strong contributor to 
growth. The recent export performance of coffee, cocoa, copra, fisheries, 
and timber had not been encouraging. 

Investor confidence also has to be factored into the equation, but two 
serious incidents during the year will have made investors wary. At the 
gold and copper mine at Ok Tedi in PNG’s Western Province, industrial 
action and subsequent violence at the mine site closed operations for some 
days. At the world’s largest copper mine on the island of Bougainville, an 
indigenous landowners association (most land is communally-owned in 
PNG) adopted guerrilla warfare tactics in support of their (blatantly un- 
realistic) demands for US$10 billion compensation. Mining equipment 
and power supplies were sabotaged and mine buildings burned. The ma- 
jority owner, the Australian-based Conzinc Rio-Tinto group, closed the 


6. The Times of Papua New Guinea, March 30-April 6, 1988. 
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mine for two weeks and threatened to shut it down completely. Govern- 
ment negotiations to end the trouble were complicated by the local provin- 
cial government’s obvious sympathy for the landowners association. The 
mine reopened in December, but no charges have been laid nor have the 
large quantities of stolen explosives been handed over to the police. 

Namaliu took note of the steady build-up throughout the year of local 
landowner resentment. He introduced “development forums” whereby 
company, government, and local-level interested groups would debate the ' 
impact of new ventures. Like Wingti before him, Namaliu was well aware 
of the potency of these forces and of the dilemmas of development. PNG, 
he warned, was in danger of becoming a “rich nation of poor people," the 
more so if the traditional land tenure system remained unreformed." 
Wingti earlier had addressed the problem somewhat differently: “Now we 
are getting to a system where a rich man may not feel comfortable talking 
to a poor man. Papua New Guineans who are well off . . . don’t want to 
know about their clansmen. . .. They have already turned into the black 
bourgeoisie. ”8 

But what is the way ahead? Does the government have sufficient au- 
thority to impose its will and chart a course toward economic and social 
justice for its people? Can the air of instability created by frequent changes 
of government be dissipated by constitutional reforms? Does the political 
system itself have both sufficient resilience and flexibility to absorb and 
mediate emerging class and other frictions? Is PNG, as the astute com- 
mentator, Tony Siaguru observed, at a “political crossroads?” 


7. Sydney Morning Herald, September 2, 1988. 
8. Sydney Morning Herald, January 23, 1988. 
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Much like any pre-election year, 1988 brought a 
charged political atmosphere, shifting alignments in the ranks of the 
noncommunist opposition, public disenchantment with the performance of 
the ruling party, and general drift and disarray. How all this will translate 
into votes in the 1989 election is a question politicians and astrologers 
work overtime to answer. What is striking is how the Congress (I) Party 
with such an impressive electoral strength has been drifting, dissipating the 
power and popularity it had earned in 1984. Beyond doubt, its power in 
1988 steeply declined. The moment of reckoning came in June when it lost 
almost all parliamentary and assembly seats in the by-elections in the 
electorally crucial Hindi heartland. But June was important for another 
reason: the resounding victory of V. P. Singh from the Allahabad constit- 
uency marked his emergence as leader of the opposition (minus the two 
Communist parties) and a rival of Rajiv Gandhi. The opposition parties at 
last found a personality who could be projected as a match for a Nehru in 
the coming contest of personalities, which the 1989 election will be in good 
measure. 

The power balance between the Congress (1) and other main opposition 
parties—the Janata, the two Lok Dals, and the Jan-Morcha—was in flux 
toward the end of the year. Impressive performances by these parties in 
the June by-elections, made possible by electoral adjustment among them 
for a majority of the assembly and parliamentary seats, gave a great fillip 
to the efforts of leaders like Devi Lal and N. T. Rama Rao to unite them. 
A formal unity party christened Janata Dal was forged in October, but it 
still appeared a fractious coalition of parties without an acknowledged 
leader. The disarray in the ranks of the opposition was as noticeable as the 
drift and decline of Congress (I). The responsible but unfortunate Indian 
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voter is faced with the usual choice between a poorly performing but fairly 
cohesive Congress under one leader, and the parties of the opposition, po- 
tentially strong only if they can unite under a leader. 

Is there a pattern emerging from this drift and disarray? Before talking 
about the possible emergence of a new pattern in Indian politics, let us 
note here the near end of a pattern that has largely characterized it since 
1971; the preeminent role of a leader in the country's political system. 
The.1971 election capped a political process that had been at work since 
the great split in the Congress Party in 1969, one marked by the primacy 
of an individual over institutions and by populist politics. It is this process 
that has turned every election since 1967 into a kind of referendum staged 
to legitimize the rule of one person. 

Populist politics is still with us, but the cult of perony is waning. 
Rajiv Gandhi simply cannot be Indira Gandhi; he cannot be the linchpin 
of the political system in the way his mother was. Besides personality, 
there are now no issues or situations of such overriding national concern 
that the electorate can be swayed into giving the leader of the Congress 
Party a massive mandate. Populist slogans like “erase poverty,” “stabil- 
ity," or "save the country” deeply appealed to the people in the-exception- 
ally attenuating circumstances in which the elections of.1971, 1980, and 
1984 took place; and they all ended in impressive popular support for a 
leader. Even the 1977 election, though not a personality contest,was over 
the all-embracing issue of the Emergency. Nothing suggests that.a:circum- 
stance or development of such magnitude was in the making in 1988, 
nor—if there were—is there a leader able to exploit it to his advantage. 
The year 1988 points to something of a return to a pattern of politics mani- 
fest in the 1967 election. Competition for power among various interest 
groups—a normal phenomenon in democratic politics but one that. had 
been somewhat submerged by the hegemony of the Congress Party in the 
first decade and a half since independence—was sharply expressed in 1967. 
Until now, the trend was arrested from taking its normal course by the rise 
of the cult of personality and populism. In 1988, as one prominent Indian 
scholar said, normal politics marked by clashing class and caste interests 
and without an absolute dominance of one party began to return to Indian 
politics.! 


Declining Congress and Divided 
Opposition 
The rank and file of the Congress Party always stend by the leader, at least 
formally, in the hour of need. The All India Congress Committee (AICC) 
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at its Madras convention in January strongly reaffirmed its confidence in 
the leadership of Rajiv Gandhi, whose public image had been scalded by 
the scandal involving the purchase of howitzers from Bofors of Sweden in 
March 1986, In the hyperbolic language the party often employs on such 
occasions, the Madras convention absolved the prime minister of any 
charge by calling him a savior, the diamond. Under the savior the party 
suffered serious reverses in the June by-elections, which took on the ap- 
pearance of a referendum on Gandhi’s leadership. Out of seven parliamen- 
tary seats at stake, the party lost four to the opposition, all in the 
electorally important Hindi belt. It did a little better in the race for assem- 
bly seats by winning five out of eleven, but by a vastly reduced margin 
from what it had in the 1984 election. 

Largely spread over the states of Uttar Pradesh (UP), Madhya Pradesh, 
Rajasthan, Gujarat, and Haryana, the results of the election for the seven 
parliamentary seats indicated the declining strength of the Congress, the 
potential strength of a united opposition, and the great appeal of the 
Bofors issue. Except for the expected Congress gain in the Tura constitu- 
ency in Meghalaya, the party's only other gain was in Pali, Rajasthan, and 
that was made possible by the inability of the Lok Dal and Bhartiya Janata 
Party (BJP) to field a common candidate. The by-elections showed that 
the decline in Congress's strength from what it had been in 1984 was by 
about half in UP and a quarter in Gujarat, Madhya Pradesh, and Rajas- 
than. Out of eleven assembly seats spread over UP, Madhya Pradesh, Gu- 
jarat, Rajasthan, and West Bengal, the Congress won five: two in Madhya 
Pradesh by a narrow margin, one in Rajasthan because of the divided op- 
position, and one each in Gujarat and West Bengal. Compared to the 
usual losses the party in power always suffers in by-elections, the losses in 
June were heavy for the party and its leader, whose popularity stood at its 
lowest since 1985.? 

June was a turning point in the fortunes of the main opposition parties: 
the Lok Dal (Bahuguna), Lok Dal (Ajit Singh), the Janata, and the Jan 
Morcha (V. P. Singh). The by-elections affirmed the obvious proposition, 
that unity assures victory and disunity defeat; however, what is so obvious 
is impossible for the fractious and vain opposition leaders to realize. But 
the great spur to opposition unity came with V. P. Singh's resounding vic- 
tory—53.75% of the vote—in the election for the Allahabad parliamen- 
tary constituency. From the beginning Singh and the opposition parties 
made Allahabad a contest between them and Rajiv Gandhi over the issue 
of public propriety. In retrospect, it appears that it was a mistake on Gan- 
dhi's part to make the Allahabad contest a test of his and the government's 


2. India Today, August 31, 1988. 


192 ASIAN SURVEY, VOL. XXIX, NO. 2, FEBRUARY 1989 


integrity. The election had all the trappings of the epic Ramayana war, 
from which the virtuous Rama was destined to win over the wicked 
Ravana. Singh is good at playing Rama, but the Indians also admire a 
king with the qualities of Chanakya, the diplomatic strategist. The 
Chanakya in Singh is not yet evident. 

Uniting the centrist opposition parties into a workable coalition, if not a 
single party, is a goal desired by all but accomplished by none. Only once 
in 1977 did these parties come together under the exceptional circum- 
stances of the Emergency and under the leadership of the saint-politician, 
Jayaprakash Narayan. But not even the lure of power could keep the di- 
verse factions of the ruling Janata Party together, and the story of how it 
disintegrated would read like a script for a comedy. Surprisingly, the ef- 
forts to unite Janata, the Lok Dal (Bahuguna), and the Jan Morcha (V. P. 
Singh) were made by regional leaders well entrenched in power: Devi Lal, 
chief minister of Haryana, and to a lesser extent, N. T. Rama Rao, chief 
minister of Andhra Pradesh. Just after the opposition victory in the by- 
elections, Devi Lal moved to bring together the above-mentioned parties, 
plus the Congress (S), to form a new party named Samajwadi Janata Dal, 
subsequently renamed Janata Dal at the October convention of the opposi- 
tion. The next step in forging countrywide unity was taken in August 
when N. T. Rama Rao formed a National Front consisting of regional 
partners—the Telugu Desam, the Dravida Munnetra Kazagham, the As- 
sam Gana Parishad, and the Janata Dal. 

The crucial issue of leadership still remains unresolved despite the for- 
mal acceptance by the parties of Singh as leader. Attempts to subvert his 
leadership, notably by Chandra Shekhar, former president of the Janata 
Party, and Bahuguna of Lok Dal, continued after moves to unite the oppo- 
sition under one leader were made in June. The politics of unity and 
merger or dissolution and breakup are too farcical to merit mention here. 
Unity is made only to undermine it, a compromise is reached only to re- 
nege—this is the politics of “unity,” ritualistically enacted in every pre- 
election year. In essence, the merger called the Janata Dal or National 
Front is a conglomerate stitched together by indiscriminately incorporat- 
ing all views, all interests, all individuals. With a 71-point program, a 141- 
member national committee, and a 22-member steering committee, but 
without a firm leadership, the Janata Dal appears to people an amalgam 
that can come apart as readily as the Janata Party did in 1979. Why a 
workable coalition of opposition parties cannot be formed is one of the 
most perplexing questions of Indian politics. The problem is not so much 
one of reconciling divergent interests as it is of the clashing egos and ambi- 
tions of party leaders. Personalities matter much more than institutions, 
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and many of the opposition parties are like bands led by individuals and 
often named after them. Now and then a personality appears on the scene 
commanding the loyalty and respect of all; the question is what chemistry 
goes into the making of such a personality? 


State Against Democracy 

Notably since 1971, the state has come to acquire great coercive power 
over the citizen. In 1988 draconian anti-civil liberty legislation was passed 
by the ruling party, which enjoyed over a two-thirds majority in the Lok 
Sabha. In March the Parliament passed a bill—the 59th amendment to 
the Constitution—which, while seeking to extend the president’s rule in 
Punjab, suspends Article 21, the bedrock of Indian democracy. The fun- 
damental right to life and liberty guaranteed by Article 21 was once sus- 
pended during the Emergency but reinstated by the Janata Party in 1977. 
By the 59th amendment, security agencies have powers to shoot to kill, 
deny the citizen legal assistance, and impose press censorship. While the 
amendment is confined only to Punjab at present, noted jurists like V. M. 
Tarkunde and Soli Sorabjee are of the opinion? that it could be extended to 
the entire country. Other legislative measures like the Trade Union and 
Industrial Disputes Bill and the Hospital and other Institutions Bill have 
been considered; they are aimed at preventing industrial workers, teachers, 
doctors, and other professionals from resorting to strikes as a means of 
redressing their grievances. In fact, the bills would declare strikes illegal. 

But the greatest assault on democracy was mounted when the govern- 
ment enacted the Defamation Bill in August, seeking to destroy the free- 
dom of the press. Passed without a voice of dissent among the 400-odd 
members of Parliament of the Congress Party, sections 13 to 15 of the bill 
would make it impossible for anyone to comment on or criticize any act of 
the government. For instance, a newspaper or periodical saying that a bus 
accident could have been prevented by greater exercise of responsibility by 
an official on duty would at once invite the charge of defamation on the 
publisher of such a report. In effect, the bill would legally prevent a jour- 
nalist or anyone from doing investigative reporting or offering comments 
and opinions on any governmental policies and acts. Obviously the bill 
was aimed at preventing reporting on Bofors and other such scandals. 
Punishment under the bill would surely not obtain in a system that calls 
itself democratic: trial in camera, summary trial, imprisonment. The In- 
dian press has come of age. It is no longer the press it was in 1975, suc- 
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cumbing to censorship. Its members, regardless of political affiliation, 
protested the bill in public rallies, demonstrations, and strikes, and they 
were supported by.lawyers and teachers. So fierce and spontaneous was 
the reaction of the nation that the government was compelled to announce 
deferment of the bill. The authoritarian state retreated before the forces of 
democracy. 

Guns rule Punjab. In the five years of strife-torn history in the state, 
1988 was the bloodiest. According to official figures, 2,329 people were 
killed, including 345 terrorists; other estimates put the death toll much 
higher. The official figures for 1987 and 1986 were 1,544 dead including 
345.terrorists, and 598.dead including 78 terrorists, respectively;*. Political 
accommodation. with the various factions of the Akali leadership and force 
were the policy instruments Delhi employed in dealing with the Punjab 
situation, but without much success. In March the government, in the 
hope of finding a political solution, released 40 persons belonging to vari- 
ous factions of political and religious groups who had been held in Jodhpur 
on charges of sedition (not yet proved). One of those released was Jashir 
Singh Rode, a nephew of the man who set Punjab on a collision course 
with Delhi: Sant Jarnail Singh Bhindranwale. 

The “peace offensive," as the move was called by government, was 
aimed at winning over some militants so as to start a political dialogue 
with the alienated Sikh community. But the terrorists responded by killing 
32 people in March, and the government retaliated by launching Opera- 
tion Black Thunder II in May to clear the terrorist hideout in the Golden 
Temple. Rule of law cannot replace guns. In a poignant statement sum- 
ming up the tragic dilemma in which the people of Punjab find themselves, 
Inspector General of Police Chaman Lal, resigning from his post, said: 
“People are not with the terrorists . . . but they are not with us (security 
forces) either."^. The stark fact is that the security forces are engaged in 
indiscriminate killings of civilians. 

The mighty but brittle Indian state had greater success in arriving at 
a negotiated settlement with the Gorkha National Liberation Front 
(GNLF). In October a tripartite agreement was reached between the cen- 
tral government, the West Bengal state government, and the GNLF, end- 
ing 27 months of violent agitation for a separate Gorkhaland. The 
agreement rejects a separate state for the Gorkhas but grants them a hill 
council with limited administrative powers. 


4. Indian Express, December 30, 1988. 
5. India Today, November 15, 1988. 
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Foreign Policy: In Search of an 

Orientation 
A search for a basic new orientation of the country's foreign relations be- 
gan in 1988, for the old one, it is reasoned, is no longer adequate in the 
changing world. Soviet President Gorbachev is seen by Delhi to be the 
architect of change. Global interdependence would replace cold war com- 
petition, the Soviet leader hopes, and it is argued in Delhi that it is in 
India's interest to bring about this transition. Prime Minister Rajiv Gan- 
dhi's visit to China in December was the first move in the process of re- 
orienting the country's foreign relations. 

Meanwhile Delhi's policy on one vestige of the cold war, Afghanistan, 
remained unchanged—that is, support for the PDPA (People's Demo- 
cratic Party of Afghanistan) regime. Soon after the conclusion of the Ge- 
neva accords on Afghanistan in April, President Najibullah was invited to 
Delhi to reaffirm India's support for the present government in Kabul. 
Apart from the usual declarations of peace and friendship, a hint was 
given to the Afghan guest of India's desire for a return to power of King 
Zabir Shah. Delhi fears an Islamic fundamentalist regime in power in 
Kabul; Rajiv Gandhi told the Turkish president in July that “nothing 
could be more dangerous than, by force of foreign arms, to foist on the 
people of Afghanistan the kind of forces of reaction which Kamal 
Atatourk rejected when he established the republic of Turkey." But Af- 
ghanistan is lost to India; it had no role in the war, nor does it have one in 
peacemaking in a country that is part of the region in which India claims 
primacy. 

How India relates to the changing Sino-Soviet balance will be its major 
foreign policy problem in the coming years. On the occasion of his visit to 
India in November, Gorbachev conveyed more forcefully than he did dur- 
ing his visit two years ago that the Soviet Union would improve its rela- 
tions with China. The high point of the visit was a short and clear 
statement Gorbachev made while receiving the Indira Gandhi Peace Prize; 
in it he said he would visit China next year, and he more or less admon- 
ished Rajiv Gandhi to seek better ties with that country. To assuage In- 
dian apprehensions over his Krasnoyarsk speech of September in which 
the Soviet leader had mentioned the United States, the Soviet Union, and 
China as the security guardians of the Asian-Pacific region, he said in 
Delhi that India too would have a role in that region. The visit ended with 
a joint statement that chided Pakistan for violating the Geneva accords on 
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Afghanistan and welcomed the recent peace moves by the Palestinian Na- 
tional Council and by the parties in the Kampuchean conflict.’ 

Two approaches have been competing with each other in Delhi for 
sometime on how to deal with Beijing. One says to settle the border issue 
and all else will sort itself out; the other seeks to improve the overall polit- 
ical relationship between the two countries and suggests the border issue 
then will ultimately resolve itself. Clearly the latter approach has now 
found acceptance in the top echelon of Indian leedership, largely because 
the Soviet Union under Gorbachev has opted for this approach. The speed 
with which Sino-Soviet relations have improved since Gorbachev's Vladi- 
vostok speech of September 1986 has surprised many here. Anyway, the 
kind of global constellation of forces—intense Sino-Soviet and Soviet- 
American rivalries—that emerged in 1962 and brought India and the So- 
viet Union strategically close to each other is now changing. Gorbachev 
knows the high economic cost of Sino-Soviet and Soviet-American rival- 
ries and feels the need to attenuate them. 

So it is in the context of changing Soviet global posture that one must 
see India's initiatives to improve relations with China. Rajiv Gandhi's 
visit to China in the latter half of December—the first by an Indian prime 
minister in 34 years—was an attempt at the highest level to thaw a rela- 
tionship frozen in hostility by the conflict of 1962. The visit's outcome is 
still being assessed, more frankly than ever before, by the Indian foreign 
policy community, which hitherto had always expressed the government's 
point of view. A “fair and reasonable" solution to the border problem is to 
be found, both parties agreed in Beijing, and for that a “joint working 
group" is to be set up. How differently this workiag group is to be consti- 
tuted from the one that has engaged in the previous eight rounds of border 
talks is not yet clear. Both sides have now agreed to maintain peace and 
tranquility along the border, and presumably another Sumdorong type of 
incident (in 1984 India sent its military personnei to the area, provoking 
China to reoccupy it) won't happen again. 

On Tibet, China got India to clearly restate its 1954 position: that Tibet 
is an integral part of China. Some influential persons have criticized Delhi 
for “conceding” Tibet to China without getting the latter's acceptance of 
Sikkim and Arunachal Pradesh as integral parts of the Indian Union. The 
joint press communiqué? at the end of Gandhi's visit speaks of restoring 
Indian-Chinese bilateral relations on the basis of Panchsheel (five princi- 
ples governing relations among sovereign states spelled out in 1954), and 
welcomes the signing of the INF treaty and peace overtures by the PLO. 


7. Indian Express, November 22, 1988. 
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Only time will tell whether the improved political atmosphere brought 
about by the prime minister’s visit will help resolve the border problem. In 
India the visit is presented (oversold would be a better description) by the 
government-controlled media as a breakthrough, a turning point, a trans- 
formation, and above all as the final acceptance of India by China as its 
“equal.” 

In the South Asian region India asserted its primacy by sending troops 
to the Maldives in November to suppress a coup against President 
Gayoom. But Indian primacy may well be contested by Sri Lanka, whose 
new president, Ranasinghe Premadasa, has come to power on election 
pledges of removing the Indian military presence from the country and 
replacing the India-Sri Lanka accord of July 1987 with a treaty of peace 
and friendship. The return of democracy in Pakistan was hailed by India, 
and Prime Minister Rajiv Gandhi demonstrated his goodwill to Benazir 
Bhutto by going to Islamabad toward the end of the year. Conclusion of 
agreements not to attack each other’s nuclear installations and on civil 
aviation and cultural exchange were the new year’s gifts the prime minis- 
ters of India and Pakistan presented to their people. Of course, India 
could have had these agreements with the Zia regime too, but India pre- 
fers, preference being entirely subjective and selective, to deal with democ- 
racies. 


Conclusion 

Serious reflection on India’s past 41 years of independence would make a 
realist think that the future won’t be much different, and would make a 
pessimist think that the past offers no hope for the future. With some 
justification, the realist would say that all that has happened in 1988 has 
happened in one form or another in the past. Near disappearance of public 
propriety, growing coercive power of the state over the citizen, corruption, 
debasement and criminalization of political processes have characterized 
the political system, particularly since the institutions began to erode in 
the mid-1960s. The year 1988 then is not much different from, say, 
1973-74 or 1979-80. 

With equal justification the pessimist would argue that no democracy, 
and particularly one as poor and diverse as India’s, can survive without 
autonomous institutions upholding public propriety. It was the utmost de- 
basement of public norms in 1973-74 that led to the imposition of the 
Emergency. In 1988 enough evidence was published by the Hindu? on the 


9. The documents published by the Hindu, June 22, 25, and November 25, 1988, state that 
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Bofors deal to clearly warrant a thorough public inquiry; instead the gov- 
ernment suppressed the inquiry in a very high-handed manner. But noth- 
ing suggests that many of the opposition leaders, i? placed in power, would 
not do what those in power are doing today. The greatest cause for pessi- 
mism today is the poor quality of leadership. People in power, whether at 
the district or the national level, seem incapable of measuring up to the 
enormity of the tasks that face them. Poverty of leadership has brought 
about the collapse of political systems in many countries. But then it is 
just as possible that India may limp along for a considerable time as a 
functioning anarchy. 





PAKISTAN IN 1988 


From Command to Conciliation 
Politics 


Rasul B. Rais 








! The 1985 partyless elections and the civilianization of 
the martial law regime of the late President Zia ul-Haq gave rise to opti- 
mism that democracy would be restored in Pakistan in a gradual fashion. 
‘Many thought that Zia would allow the transitional arrangements to grow 
‘into fuller and wider democratic participation, which could have provided 
‘him an honorable way out of the political quagmire. With hindsight we 
might conclude that the political system that Zia preferred and the regime 
‘he cultivated under the prime ministership of Mohammad Khan Junejo 
were expected to function around the office and personality of Zia himself. 
Soon after consolidating their position in the National Assembly and Sen- 
‘ate, Junejo and a majority of his colleagues in the Pakistan Muslim League 
(PML) began to act quite independently, contrary to Zia’s expectations. 
‘In temperament and political style, Junejo and Zia were distinctly differ- 
‘ent; their personal ambitions and perceptions of their respective roles in 
‘the new political arrangements widely diverged. The fundamental prob- 
‘lem they confronted was how to share power and how to mediate their 
conflicts of interest. Although the amended 1973 constitution provided a 
legal basis for the orderly working of the power-sharing arrangements, the 
‘anomaly of the president retaining the office of chief of the army staff 
(COAS) and his strong connections with powerful lobbies and political 
‘groups constrained free functioning of the democratic institutions and 
'maintained a threat against deviation from his norms. On the other hand, 
„as Junejo built his image as the one who was instrumental in lifting martial 
law, he began to assert his constitutional powers and prerogatives. 
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The two men began to drift apart. Junejo retained the Defence Ministry 
portfolio, and every year he signed off on the extension of Zia as COAS 
and exercised his executive power in the retirements and promotions of 
high ranking military officers. Of course, this intrusion into Zia’s sphere 
was resented, as was the removal of Zia’s men from cabinet posts and post- 
ings and transfers of ambassadors without taking Zia into the prime minis- 
ter’s confidence. But the real parting of the ways occurred on two issues. 
First was the All Parties Conference convened by Junejo for the purpose of 
building a national consensus on the Afghan settlement.! All political 
leaders of national stature participated, including Benazir Bhutto. Zia was 
neither consulted nor invited, and the common cry in the deliberations was 
“get rid of Zia," though the conference was convened for altogether differ- 
ent reasons. With these developments, Zia became apprehensive of his iso- 
lation, and felt insecure in the face of the growing consensus between 
Junejo's PMI: and the opposition parties for rapid progress toward party- 
based politics. Junejo had considerably relaxed restrictions on the move- 
ment of political leaders and their activities, and throughout 1988 political 
circles kept speculating about a midterm party-based election. Junejo was 
seen by Zia and his men as acting as a "real" prime minister and moving in 
a political direction that could cause a collapse of the system preferred by 
the president. 

Secondly, Junejo wanted an early settlement of the Afghan issue, which 
was affecting Pakistani society. Though Junejo moved along the lines ear- 
lier drawn by Zia, he moved too swiftly on the Geneva accords when it 
was felt more concessions could have been wrested from the Soviets on the 
formation of an interim mujahideen government in Kabul.? Even on some 
of the aspects of the accords, positions by Zia and Junejo widely diverged. 
Zia always demonstrated a very hard position on Afghanistan even to the 
extent of being unrealistic. He wanted to disregard implementation of the 
accords and continue to support the mujahideen until they captured power 
and completely defeated the Najib regime. He saw in the “hastily” con- 
cluded agreement a compromise on the formation of a mujahideen-backed 
government, as this issue was left to the diplomatic initiatives of the 
United Nations. 

These reasons only partly answered the question of what prompted Zia 
to dissolve the national and provincial assemblies on May 29, 1988. Zia’s 
explanation of corruption and deviation from Islamization lacked any sub- 
stance, and made the constitutional basis questionable. The Supreme 
Court’s decision against the dissolution of the National Assembly con- 
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firmed its malafide, illegal, and arbitrary nature.) Zia and his advisers 
knew this, but he thought that he would easily overcome the difficulties 
and effectively manage the crisis as he had done in the past. More than 
anything, dissolution of the Assembly strengthened the theory that Zia 
was not sincere in restoring democracy. If he could not share power with 
a “docile” prime minister and tolerate his assertion of authority in periph- 
eral areas of the political system, how could he agree to transfer power in 
an orderly and peaceful manner. The action also pushed toward the oppo- 
sition those political forces that cooperated with Zia in holding the 1985 
election, and the president began to think and talk of restructuring the 
parliamentary system and forming a new coalition of elites.4 The elections 
he had announced for November would most likely have been postponed 
or used for a referendum on new constitutional proposals. 

Zia had exhausted all of his political cards, including Islam, to legiti- 
mize his rule or counter the growing demand for restoration of democracy, 
much less stabilize his regime after the May action. Had Zia lived he 
would have confronted an effective and extremely hostile opposition. The 
C-130 crash that killed him, the U.S. ambassador, and high ranking mili- 
tary officers gave him an “honourable” exit from the political scene of Pak- 
istan.? 


Elections 

After the death of Zia, Pakistan's political clock began to tick faster with 
the constitutional transfer of power to the chairman of the Senate, Ghulam 
Ishaq Khan. The self-abnegatory role of the armed forces, rare in the ten- 
uous political situations of the Third World, gave tremendous credibility 
and strength to the new president's assurances on holding free, impartial, 
and party-based elections. The prospect of general elections made the 
memory of Zia fade quickly into history. The bold and timely decision of 
the Punjab High Court declaring Zia's dissolution of the National Assem- 
bly illegal and unconstitutional further reduced his political stature, and 
frustrated pro-Zia elements who had planned to build a case for his mar- 
tyrdom and exploit his legacy for electoral success. Zia's stamp on some 
candidates sealed their political fate. 

The political forces in the country had remained largely fragmented 
during the martial law years. The only noticeable coalition that emerged 
was the Movement for the Restoration of Democracy (MRD), organized 
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in 1981, that sought revival of the 1973 constitution and the holding of 
party-based elections. Though occasionally effective in mobilizing masses 
in certain parts of the country, it failed to force the Zia regime to restore 
democracy. With the elections in sight, the MRD parties began to drift 
apart. Narrow-based and mostly one-man organizations, these parties 
wanted to convert the MRD into an electoral alliance to enable them to 
ride on the mass support of the Pakistan People's Party (PPP) and get 
more of their members elected than they could on their own. The PPP did 
not oblige them as that party had an extraordinarily large number of work- 
ers and activists who had suffered during the Zia regime, as well as new 
politically-influential entrants who insisted on party tickets. The PPP, 
however, showed generosity in declaring that it would not field candidates 
against the heads of the MRD parties. The MRD alliance, which had 
functioned as the only opposition to Zia, withered away. 

The PPP's mass support and its prospect of emerging as the majority 
party in the National Assembly pushed its divided opponents into forming 
an alliance, the Islami Jamhoori Ithad (IJI) or Islamic Democratic Alli- 
ance.Ó This time the opposition to the PPP was not as widely united as it 
was during the 1977 elections and in the postelection agitation." Another 
alliance was formed by Tehrik-i-Isteklal, National People's Party, and 
Jamiat-e-Ulema Pakistan (JUP) and named Pakistan Awami Ithad (PAI) 
or Pakistan People's Alliance. The Awami National Party and the Jamiat- 
e-Ulema-e-Islam (JUI) participated in the elections without entering any 
alliance. The alliances were formed for two reasons. First, the PPP was a 
formidable political force that could be kept out of power only by fostering 
unity among all those groups that had traditionally been opposed to the 
style, politics, and ideology of the People's Party. More than evolving a 
common ideological stance, or at least a common political agenda, the par- 
ties in IJI united essentially on denying power to the PPP. This can also 
be supported by the late entry into the IJI of the Pakistan Muslim League 
Junejo group. The PML that flourished under Zia's patronage became 
more openly divided after the dissolution of the National Assembly in 
May, and as former Prime Minister Junejo became more outspoken 
against the dissolution, Zia began to cultivate Nawaz Sharif from the Pun- 
jab to organize a rival Muslim league. Zia's supporters in the PML finally 


-6. The IJI comprised nine political parties and groups: Pakistan Muslim League, National 
People’s Party,'Jamaat-i-Islami, Jamiat-i-Ulema-i-Islam (Darkhwasti group), Jamiat-e- 
Mashaikh, Jamiat-e-Ahle Hadith, Independent political group led by Fakhr Imam, Nizam-e- 
Mustafa group, and Hizb-e-Jehad. 

7. The reference is to the agitation of the Pakistan National Alliance in the summer of 
1977, which resulted in the imposition of martial law by Zia. 
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chose Fida Mohammad Khan, a veteran Leaguer from the Northwest 
Frontier Province as League president. The rift continued after the death 
of Zia, and Junejo’s Muslim League moved to join the PAI. It was at the 
eleventh hour that Junejo was persuaded to join the IJI. It was so late that 
even Junejo could not be allotted the IJI's election symbol. The second 
factor promoting alliances was the realization that in the past, the parties 
contesting elections independently had cut into each other's votes, thus 
enabling the PPP to secure a substantial majority. 

The contestants of both the People's Party and the IJI had little time to 
define and focus on issues or sharpen their position on national problems. 
Manifestoes of the parties as usual were broadly outlined, but the images, 
orientations, personality dispositions, and past records in office made the 
political groupings quite distinct. In its revised manifesto and election- 
eering style, the People's Party significantly moderated its position on radi- 
cal reforms, avoided any direct reference to socialism, and maintained well 
its image as the party of the dispossessed and the party for change in the 
society. The elections evoked great enthusiasm both among the public and 
candidates. This was particularly evident in the number of candidates in 
each constituency. The average number of candidates contesting a Na- 
tional Assembly seat in 1988 was 6.4 as compared to 5.3 in 1985, 3.6 in 
1977, and 5.3 in 1970. For each provincial assembly seat the average in 
1988 was 8.5 candidates, whereas the candidate-seat ratio was 5.3 in the 
1985 nonparty election, 4.6 in 1977, and 7.1 in 1970. But the voter turnout 
was lower than in the previous elections, largely due to the requirement to 
present a national identity card to exercise the right to vote. 

The election results were more or less as predicted except for the Peo- 
ple's Party's sweeping victory in Sind. No one was surprised at the PPP 
emerging as the single party with the most seats in the National Assembly. 
Perhaps it could have emerged with an absolute majority had voting not 
been based on the identity cards, as the poor sections of the population 
who have traditionally voted for the People's Party were not able to get 
them in time. A second factor was incumbent caretaker chief ministers 
who used official machinery and public funds to patronize candidates and 
generate support for them.® 

The elections produced a unique situation both at the center and in the 
provinces. The People's Party had no difficulty in showing a majority at 
the center, but it was done with the support of other groups such as the 
Muhajir Qaumi Movement (MQM), which is PPP's coalition partner both 
at the center and in the province of Sind. Opposition to the People's Party 
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is professional and fairly strong. Unity of all the opposition groups in the 
National Assembly in critical situations would create serious difficulties 
for Prime Minister Benazir Bhutto. This was demonstrated in December 
over the dissolution of the Baluchistan Assembly by the governor of the 
state. Punjab, the largest province in Pakistan, has an IJI government 
with Nawaz Sharif as chief minister. It has an uneasy relationship with 
the PPP government at the center due to old political rivalries. A meeting 
between Benazir Bhutto and Nawaz Sharif in December temporarily di- 
minished the level of hostility, but the potential fer confrontation exists as 
both of them have high stakes in dominating the politics of Punjab. A 
strong political base for either in this largest province would strengthen its 
position at the center; at the same time, however, a strong opposition gov- 
ernment there would help draw the boundaries that have been ambiguous 
between the central and the provincial governments. 


Benazir and Her Party 

No one in Pakistan had expected in early August that Benazir Bhutto 
would so soon become the prime minister of Pakistan, not because she 
lacked popularity or talent but because Zia had been determined to keep 
her and the PPP away from power during his lifetime, and did everything 
to ensure this from hanging her father, the late Prime Minister Zulfikar Ali 
Bhutto, to holding nonparty elections, to strengthening political groups 
opposed to the PPP. But political manipulation, repression, and control 
could not destroy Bhutto's image or the mass support for his party, and 
Benazir kept her father's legacy alive. Though young and enduring im- 
prisonment and exile, Benazir has been active in politics as the most out- 
spoken and prominent opposition leader for more than eleven years, and 
this period has largely shaped her leadership qualities. On more than one 
occasion, Benazir has demonstrated pragmatism and a nonideological ap- 
proach to national issues. She has also shown the ability, without compro- 
mising her principles, to work together with various political groups 
within a democratic framework. The circumstances in which Benazir as- 
sumed power, along with the lack of majority of her own party in the 
National Assembly, make it realistic and necessary for her to pursue polit- 
ical ends through negotiation and agreement. 

As a true democrat, Benazir Bhutto has initiated conciliation with all 
the important political groups in the country, including IJI’s Sharif in the 
Punjab, and she has successfully mediated a conflict of interest between the 
MOM and the interior Sind. The Awami National Party (ANP), which 
was on a collision course with Z. A. Bhutto in the mid-1970s, is now PPP's 
coalition partner in the NWFP. She successfully wooed IJI's chief minis- 
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ter in Baluchistan, Mir Zafarullah Khan Jamali, and his group. It is 
Benazir’s vision of conciliation politics that she supported Ghulam Ishaq 
Khan in the December presidential elections. Today, there is growing re- 
alization within the PPP and outside it that confrontation among the dem- 
ocratic forces has only benefited the military-bureaucratic oligarchy in the 
past. Emergence of more than one center of power would provide a 
unique opportunity to Pakistani leadership to set new traditions of polit- 
ical partnership, while maintaining separate political identities. Benazir 
Bhutto and her party have the political capacity to take a leadership role in 
fostering the politics of conciliation in Pakistan. 

The Pakistan People’s Party over the years has undergone a major 
change in its composition and ideological orientation. The party pursued a 
radical program in its early years, and although it primarily remained a 
coalition of left-wing workers, feudals, members of the urban propertied 
class, and the intelligentsia, its program today represents a Third World 
variety of social democracy. While committing itself to making Pakistan a 
“developed nation, free of exploitation, poverty and injustice,” the PPP 
would certainly avoid the policy prescriptions of either land reform or na- 
tionalization of industries. Benazir Bhutto has rather reassured Pakistani 
and foreign investors by encouraging private investments through better 
incentives and security of capital. She would adopt economic policies to 
induce growth and expand opportunities for employment, realizing that 
only by encouraging private investment can the pace of industrialization in 
the country be increased. 

In the area of foreign policy the PPP is not likely to initiate any funda- 
mental change. It has inherited the Afghan crisis, stalemated relations 
with India, and controversy over Pakistan’s nuclear program. Benazir 
Bhutto supported the withdrawal of the Soviet. forces and restoration of 
Afghanistan's independence even before assuming power, and she has re- 
tained Zia's foreign minister, Sahibzada Yaqoob Khan, for the sake of con- 
tinuity on the Afghan question. She utilized the summit of the South 
Asian Association for Regional Cooperation (SAARC) to initiate dialogue 
with the Indian prime minister on normalizing relations. Three accords 
were signed between India and Pakistan on this occasion, including an 
agreement not to attack each other's nuclear installations, a cultural pact, 
and a treaty to avoid double taxation on bilateral trade. Altbough these 
agreements are symbolic, they have marked a good beginning for resolving 
the Siachin border issue and expanding trade. 

Benazir has been accused by the opposition of having given an under- 
standing to the United States on opening up Pakistan's nuclear installa- 
tions for inspection. But during her election campaign and since, she has 
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reiterated that Pakistan would not accept any unilateral restriction on its 
program. The nuclear issue is sensitive and highly politicized in Pakistan, 
and neither Benazir nor any leader in her place would retreat from what 
Pakistan has regarded as an independent nuclear program. This issue has 
the potential to affect Pakistan’s relations with the United States, and the 
prime minister, therefore, would continue to reassure the U.S. about Paki- 
stan’s commitment not to explode a nuclear device, while her government 
at the same time would resist any pressure to wind up the program or 
unilaterally sign the nonproliferation treaty. 


Conclusion 

Democracy has been restored in Pakistan after a bitter decade-long polari- 
zation between the Zia regime and political parties. But the old political 
divides have not been closed. The November 1988 elections produced two 
more or less equally strong political groupings, the PPP and IJI. 
Although they are not set on a collision course, there is potential for con- 
frontation. But they seem to have an overriding interest in reaching agree- 
ments, which would make their political differences more manageable. 
Since neither of them is strong enough politically to dominate the other, 
the best prospect for democracy and constitutional rule would be that they 
seek mutual accommodation and compromise. Consensus among all the 
political groups, small or large, can be built by discovering common 
ground among competing interests, as PPP’s accord with the MQM 
demonstrated. The People’s Party, as the single largest party in the coun- 
try with representation from all the provinces of Pakistan, has the greatest 
political capacity to achieve such consensus. 





AFGHANISTAN IN 1988 


Year of Decision 
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After a protracted political and military stalemate, the 
Soviet leadership around Mikhail Gorbachev decided in late 1987 to seek a 
negotiated withdrawal from Afghanistan. The accord signed at Geneva on 
April 14, 1988, began the process of extracting the Soviets militarily from 
Afghanistan but did not provide for any resolution of the conflict itself. 
After withdrawing about 50,000 troops by the August 15 interim deadline, 
Moscow “suspended” its troop pullout, charging a continued flow of arms 
aid to the Afghan mujahidin ("warriors for the faith") and other alleged 
violations of the accord by Pakistan and, by implication, the United States. 
At the same time, Soviet leaders reiterated their commitment to complete 
the troop withdrawal by the February 15, 1989, deadline. The Soviet 
Union appeared at year's end to be seeking some kind of political accord 
involving the Afghan resistance. Whether Soviet moves represented a seri- 
ous effort to come to terms with the Afghan resistance or simply a last 
ditch effort to win acceptance of a political compromise between the 
fiercely anticommunist mujahidin and Moscow's Afghan clients was un- 
clear. 

The death of Pakistan's President Zia ul-Haq in an August 17, 1988, 
plane crash, along with the U.S. ambassador to Pakistan, did not lead dur- 
ing 1988 to any apparent diminution of Pakistani support for the resis- 
tance. The newly elected leader of Pakistan, Prime Minister Benazir 
Bhutto, pledged continuity of policy on the Afghan issue, at least for the 
time being, and retained as foreign minister one of the main architects of 
that policy, Sahabzada Yaqub Khan. 
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The Geneva Accord—Background 
and Implementation 
The Afghan accord signed on April 14 followed the lines of a negotiating 
draft painstakingly constructed by Diego Cordovez, the Special Represen- 
tative of the United Nation’s Secretary-General, over a span of eleven 
rounds of indirect “proximity” talks at Geneva between Pakistan and the 
Afghan government. The accord involved two bilateral agreements be- 
tween Afghanistan and Pakistan providing for mutual noninterference in 
each other’s affairs and the voluntary return of the Afghan refugees; a 
Declaration of International Guarantees in which the United States and 
the Soviet Union pledged “to invariably refrain from any form of interfer- 
ence and intervention” in the internal affairs of Afghanistan or Pakistan; 
and a fourth “instrument” linking the other provisions to a Soviet troop 
withdrawal, and specifying the role of the United Nations in monitoring 
and verifying the fulfillment of the accord. 
The talks, initiated in June 1982 by Cordovez, had often appeared to be 
. close to breaking down. Kabul had sought unsuccessfully to use them to 
obtain recognition from Pakistan in the form of its consent to face-to-face 
negotiations, while the Kabul government’s patrons in Moscow refused 
until late 1987 to address Pakistan’s demand that a withdrawal be a matter 
of months, not years. A series of developments in late 1987 and early 1988 
made it increasingly clear that the USSR wanted an accord and was 
largely prepared to meet Pakistan's existing negotiating demands as well as 
new requirements put forward by the United States as a precondition to 
U.S. participation as a guarantor. As the year unfolded, the struggle of 
10,000 Soviet and Afghan troops to reopen a mountainous road to the 
beleaguered garrison town of Khost near the Pakistan border seemed to 
highlight the futility of the military and political situation for Moscow. 
Soviet Foreign Minister Eduard A. Shevardnadze signaled Moscow's in- 
tent to disengage from the war when, during a trip to Kabul in early Janu- 
ary, he told the official Afghan news service that “‘we would like the year 
1988 to be the last year of the stay of Soviet troops in your country." 
Significantly for his Kabul audience, Shevardnadze indicated in his state- 
ment that a withdrawal did not depend on the achievement of an internal 
political settlement or agreement on a transitional regime. Shevardnadze 
also stressed the importance that Moscow placed on the role of the United 
States as a guarantor when he publicly stated for the first time "that the 
U.S. side agrees to be a guarantor and, consequently, to stop aid to armed 


AFGHANISTAN 209 


groups conducting military operations against the people’s power in Af- 
ghanistan."! 

Moscow's movement toward an Afghan accord, whose timing clearly 
was being influenced by the upcoming Reagan-Gorbachev summit planned 
for May 1988, put pressure on Washington and Islamabad to determine 
their minimal terms. Primary U.S. and Pakistani concerns centered on the 
problem of achieving confidence that a Soviet withdrawal would be expedi- 
tious and permanent, and on reassuring supporters of the Afghan resis- 
tance that an accord would protect the interests of the mujahidin. 
President Reagan sought publicly to reassure the Afghan resistance of U.S. 
support in a New Year's message, even as Undersecretary of State 
Michael H. Armacost and National Security Council Director for the 
Middle East Robert B. Oakley traveled to Islamabad to work out joint 
negotiating terms with Pakistan's leaders. 

On January 7, U.S. Secretary of State George Shultz said that an accept- 
able agreement must provide for a cutoff of Soviet military aid to the 
Kabul government, and that the withdrawal “schedule must be front-end- 
loaded, so that once it starts there's a certain inevitability to it, there's no 
: turning back.” Shultz also asserted that, notwithstanding any U.S. role as 
a guarantor, a cutoff of aid to the resistance would not be simultaneous 
with the beginning of the Soviet withdrawal. At a political level this posi- 
tion apparently responded to the concerns of those in the administration 
and Congress who feared a "sell-out" of the Afghan resistance. At an- 
other level it can be seen as the result of a more careful reading of the 
terms of the draft accord than had been made when the negotiations 
seemed unlikely to lead to an agreement? Shultz stated that U.S. aid 
would cease “as withdrawal proceeds and takes place," and then only in a 
“peaceful atmosphere" in which the aid was not needed. “Make no mis- 
take,” he said, “we’re going to support the resistance in the attainment of 
their objectives.” 

The issue of what terms to set for an accord created friction between the 
United States and Pakistan, and within policymaking circles in both coun- 
tries. Pakistan, which had previously insisted that an internal settlement 
was a matter for the Afghans themselves, began to emphasize in mid- 
January the need for the formation of a transitional regime to prevent 
chaos after a Soviet withdrawal. Both President Zia and Prime Minister 
Mohammad Khan Junejo were reported to be convinced that, no matter 
how Moscow might aver that an internal accord was not a precondition 


1. New York Times, January 7, 1988, pp. Al, A12. 
2. New York Times, February 11, 1988, p. A3. 
3. New York Times, January 8, 1988, pp. A1, 8. 
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for a withdrawal, the Soviets privately still insisted on a “safe and orderly” 
pullout and on assurances that the future government of Afghanistan 
would not be hostile. Pakistan’s leaders emphasized, accordingly, the need 
for the resistance to accept a transition regime including elements of the 
ruling People's Democratic Party of Afghanistar (PDPA) government, 
though not necessarily President Najibullah himself.* 

On February 8 Soviet leader Gorbachev hastened the process toward 
a settlement by offering to withdraw Soviet forces over a period of 10 
months, beginning May 15, subject to approval of an accord by March 15 
at the impending U.N.-sponsored negotiations at Geneva. This was 
longer than Pakistan’s last demand of an eight-month time frame, but 
within the limits considered by many analysts to be acceptable to Pakistan. 
Gorbachev also addressed American concerns by indicating that a major 
portion of the troops could be withdrawn early in the time period, and he 
reiterated that an accord was not contingent on a prior internal political 
settlement, which he said was “a purely internal Afghan issue.”> The an- 
nouncement the following day (February 9) by Diego Cordovez that the 
next Geneva round would begin March 2 added to the sense of an impend- 
ing decision point. Cordovez’s announcement followed three weeks of 
shuttle diplomacy in the region that he said had led to “virtual agreement” 
on the terms of a withdrawal accord. Pakistan, however, remained pub- 
licly unwilling to sign an accord with the Najibulleh government and still 
insisted, in the words of Acting Foreign Minister Zain Noorani, on the 
prior establishment of a “legitimate, responsible, broad based govern- 
ment.” 

The same sense of momentum also created problems for the U.S. admin- 
istration with congressional supporters of the mujakidin. In late February, 
30 senators wrote to President Reagan to urge him not to agree to cut off 
aid to the resistance before the completion of a Soviet withdrawal and ces- 
sation of Soviet aid to Kabul. Reportedly, Reagan wrote to Senate Major- 
ity Leader Robert Byrd to assure him that any U.S. aid cutoff would have 
to be “matched by cessation of similar aid” to Moscow's clients in Kabul.® 
The president's assurances apparently failed to have the intended effect. 
On February 29, by a unanimous vote of 77-0, the Senate passed a sharply 
worded, nonbinding resolution stating, among other things, that Pakistan 
“should not be put under any pressure to agree tc Soviet terms . . . and 


4. New York Times, January 13, 1988, pp. A1, 6. 

5. Christian Science Monitor, February 9, 1988, pp. 1, 8. Reportedly, the Soviets clarified 
privately to U.S. officials that they were prepared to withdraw half their forces in the first 90 
days. Washington Post, February 9, 1988, pp. Al, 19. 
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that the future of Afghanistan should not be driven by the desire or sched- 
ule for a U.S.-Soviet summit.” The resolution also declared that “the 
United States should not cease, suspend, diminish or otherwise restrict 
assistance to the Afghan resistance . . . until it is absolutely clear that the 
Soviets have terminated their military occupation."? 

From all appearances, Moscow's eagerness for a settlement and its pos- 
ture of accommodation created a divergence of interest between the United 
States and Pakistan. U.S. policymakers appeared to view the issue primar- 
ily in the context of U.S.-Soviet relations, and seemed to look toward a 
Soviet withdrawal from Afghanistan and an agreement on the elimination 
of intermediate range nuclear weapons as the crowning achievements of 
the Reagan administration's strategy toward the Soviet Union. Pakistan, 
on the other hand, had a more immediate interest in the question of who 
would rule Afghanistan following Moscow's departure, and in whether a 
settlement would provide for the expeditious return of some three million 
Afghan refugees. 

Pakistan sought in vain to get its terms for an accord accepted during 
intense negotiations in February with both the United States and the So- 
viet Union. Moscow's main Afghanistan trouble shooter, First Deputy 
Foreign Minister Yuli Vorontsov, refused to yield on the question of a 
transitional regime in talks in Islamabad on February 10-11. Pakistani 
Acting Foreign Minister Noorani flew to Washington for urgent consulta- 
tions on February 15, a week before Secretary of State Shultz's scheduled 
visit to Moscow. Talks with senior U.S. officials, that also included the 
U.S. ambassador to Pakistan, Arnold Raphel, led to a statement of support 
and understanding of Pakistan's position, but not, necessarily, an ironclad 
commitment to stand with Islamabad on this issue. Following his talks in 
Washington and a stopover in London enroute back to Islamabad, 
Noorani made a series of visits to friendly capitals, including Beijing and 
Riyadh, to shore up support for Pakistan's stance. Meanwhile, Pakistan 
Foreign Secretary Abdus Sattar paid a four-day visit to Tehran to keep the 
Iranian government abreast of events and ensure its support. 

After meetings in Moscow with Gorbachev and Shevardnadze on Feb- 
ruary 21 and 22, Shultz reported that he had no doubt about the desire of 
the Soviet Union to leave Afghanistan, but the question of "how" re- 
mained to be answered. While not divulging details of the talks, Shultz 
indicated that the question of a future government in Kabul “is fundamen- 
tally up to the Afghans," thus suggesting a lack of support for Pakistan's 
demand for a transitional regime as a condition for signing an accord.? 


7. Senate Resolution 386, Congressional Record, February 29, 1988, pp. S 1588-1589. 
8. New York Times, February 23, 1988. 
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Reportedly the United States still conditioned its agreement to be a co- 
guarantor of the accord, however, on a Soviet commitment to cut off mili- 
tary aid to the Kabul regime. 

The U.N. talks at Geneva that began on March 3 achieved early agree- 
ment on a nine-month withdrawal time frame, beginning May 15, with 
5096 of the troops to be withdrawn in the first three months. The talks 
bogged down, however, over Pakistan's demand for a transitional regime 
and the insistence of the United States, outside the formal framework of 
the talks, on the right to aid the resistance so long as the Soviet Union 
continued to aid the Kabul government. During a Shultz-Shevardnadze 
meeting in Washington in late March, the Soviets reportedly offered to be 
out of Afghanistan by the end of the year, but rejected a U.S. proposal for 
a moratorium on aid to either side in the conflict for the duration of the 
withdrawal and for three months after.? Meanwhile, the Geneva talks 
dragged on past March 15, the deadline Gorbachev had set if a withdrawal 
was to begin by May 15. 

An exchange of correspondence between Shultz and Shevardnadze on 
March 30 and April 8 opened the way for a resolution of the dispute on 
the basis of “positive symmetry." The Soviet side of the package was tied 
up in a Moscow meeting between Gorbachev and Najibullah on March 7, 
after which it was announced that the governments had accepted the U.S. 
formula for breaking the deadlock. Under the American formula, the 
United States agreed to sign the accord as a guarantor, but maintained its 
right to continue to aid the Afghan resistance so long as the Soviet Union 
aided its clients, notwithstanding the U.S. commitment in the accord to 
guarantee “noninterference” in Afghanistan’s internal affairs. Secretary 
Shultz repeated this intent orally at the signing ceremony on April 14, and 
Pakistan also publicly averred its intention to continue supporting the 
mujahidin. Pakistan's insistence on a transitional regime was set aside 
with a face-saving provision for a post-accord “private” role for the U.N. 
negotiator in seeking to broker an internal settlement. 


Status of the Soviet withdrawal. The withdrawal began on May 15, 1988, 
on schedule, and U.S. officials judge that half of the Soviet forces—about 
50,000 soldiers—were withdrawn by August 15, as required by the accord. 
After that, Soviet officials responded to increasing military pressure by the 
Afghan resistance by “suspending” their withdrawal, missing a unilateral, 
nonbinding milestone of beginning the second wave of the withdrawal on 
November 15. In an apparent effort to bolster the morale of their Afghan 
allies and intimidate Pakistan, the Soviets intensified their tactical air sup- 
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port of beleaguered Afghan government troops, and provided provocative 
new weapons to the Kabul regime such as ""Scud-B" missiles that are capa- 
ble of reaching resistance base camps across the Pakistan border. Moscow 
was also accused of introducing MiG-27 tactical support aircraft into the 
conflict, flying combat missions from bases across the border in the USSR. 
- During the summer and fall of 1988 Moscow complained bitterly about 
Pakistan's alleged continued support of the Afghan resistance. Aircraft 
from Afghanistan repeatedly violated Pakistan's airspace and carried out 
bombing and strafing attacks in border areas. Pakistani F-16 fighters shot 
down several intruding aircraft during this period. 


Status of the conflict. The Soviet troop withdrawal has caused both the 
Soviet and Afghan forces to assume a defensive posture and to consolidate 
around the main towns and bases, leaving more of the countryside in con- 
trol of the Afghan resistance. Intense fighting during most of 1988 has left 
serious doubt about the fighting ability of the Afghan army. At the same 
time, the conflict has also shown that militarily the Afghan guerrillas still 
lack the firepower to dislodge government forces from well-defended posi- 
tions, and that urban areas cannot be taken under present circumstances 
without extensive resistance and civilian casualties. Moreover, the resis- 
tance still has a variable record at best in battlefield coordination. On the 
whole, however, time appears to be on its side. 

As of late 1988 the mujahidin had reportedly broken through the outer 
of three security rings around Kabul and were firmly entrenched in nearby 
areas such as the Bamian resort town, largely flattened and depopulated by 
Soviet bombing. Some of the bitterest fighting continued in and around 
Kandahar, Afghanistan's second largest city. By some accounts the Sovi- 
ets were flying 100 air sorties a day in support of Afghan army units. 


Political Developments 


The regime. The ruling People's Democratic Party of Afghanistan suf- 
fered repeated setbacks during the year and saw the complete disintegra- 
tion of its strategy of achieving "national reconciliation." Najibullah faced 
continuing in-fighting between his dominant Parcham (banner) faction of 
the PDPA and the rival Khalq (masses) faction. In May 1988, on the 
heels of the Geneva accord, Najibullah appointed as prime minister, Mo- 
hammad Hassan Sharq, a nonparty politician who had been imprisoned 
for a time following the Soviet invasion. By fall the Soviets were clearly 
trying to enhance Sharq's prestige, even at the expense of Najibullah's. 
Sharq made a high visibility trip to the USSR during which he openly 
criticized aspects of Najibullah's rule. The Soviets also gave Sharq the 
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assignment of speaking for Afghanistan at the annual U.N. debate (which 
did not take place due to passage of a consensus resolution). Another 
threat to Najibullah came from the army, which is dominated by adherents 
of the Khalq faction. In October Najibullah himself reportedly confirmed 
rumors of an attempted military coup. 

The Soviets more than ever are orchestrating events in Kabul, appar- 
ently with a primary motive of enticing noncommitted Afghans and some 
of the resistance groups into a compromise government. This effort ap- 
pears to be led by Yuli Vorontsov, who was suddenly and unexpectedly 
made ambassador to Afghanistan in mid-October. During November the 
image of a rapidly disintegrating regime was given further credence when 
the interior minister, Mohammed Gulabzoi, one of the few Khalqi leaders 
holding a high government position, was ordered to Moscow as Afghani- 
stan’s ambassador (a traditional PDPA exile move). In mid-November, 
Deputy Foreign Minister Abdul Ghaffer Lakanwal, another Khalqi, de- 
fected in New York, along with an Afghan diplomat, while attending the 
U.N. General Assembly session. In late October, a cousin of Najibullah, a 
Soviet-trained secret police official, Brigadier General Mohammad Gul, 
defected to the resistance in New Delhi. Reportedly, numerous Khalqis 
were arrested or sent into forced exile in the USSR in November. 

The solitary diplomatic success of the regime was Najibullah’s state visit 
to India in May 1988, where Prime Minister Rajiv Gandhi warned pub- 
licly against a victory by Islamic fundamentalist forces.!9 Shortly thereaf- 
ter, however, India hurriedly closed its consulates in Jalalabad and 
Kandahar in the face of an impending resistance military offensive. It 
could perhaps be counted as a partial success that the UNGA did not pass 
its usual condemnatory resolution, but rather chose to pass a unanimous 
consent resolution in support of the accord and the Soviet withdrawal. 


The resistance. While the resistance commanders gave an increasingly ef- 
fective account of themselves in the field, the political leadership in Pe- 
shawar, Pakistan, fought its own struggle to ecquire credibility and 
legitimacy. Suspicious of the implications for its future support from Paki- 
stan, the U.S., and other backers, the resistance leadership adopted an ada- 
mant stance against the Geneva accord. An “interim government,” 
declared in February at the height of pre-Geneva negotiations, failed to 
gain acceptance and led to wrangling over the appcrtionment of ministries 
among the rival groups in the resistance alliance. The selection of Ahmad 
Shah of the Sayyaf group as interim president prompted a temporary resig- 
nation from the alliance by one of the three “traditionalist” leaders, 
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Sebghatullah Mojadeddi, on grounds that the interim government was be- 
ing dominated by Islamic extremists. Despite efforts to portray the parties 
as united, reports persisted that Gulbuddin Hekmatyar’s fundamentalist 
Hezb-i-Islami party, said to be favored with a disproportionate share of 
supplies by Pakistan’s intelligence service, continued to attack other 
groups and seek dominance of the alliance: 

In October 1988, while Professor Burnhanuddin Rabbani of the Jamaat- 
e-Islami party held the rotational chairmanship, the alliance announced a 
plan for elections to be held in late January 1989 for the formation of an 
interim government. In what was potentially one of the most significant 
political developments of the war, Rabbani met with Yuli Vorontosov in 
Saudi Arabia from December 3-5, ostensibly to discuss the repatriation of 
Soviet prisoners of war, but also to discuss the question of an internal 
political settlement. The talks, which were inconclusive, are to be contin- 
ued in Islamabad at a later date. Both the election proposals and the hold- 
ing of talks with the Soviets provoked internal dissension and criticism 
from other groups outside the seven-party alliance. 


Soviet Options 
At year’s end it remained uncertain how the Soviets would deal with their 
Afghan dilemma. Are they bluffing when they appear to link the comple- 
tion of the withdrawal to an internal political accord? Are they sincere 
when they say they are still committed to withdrawing the rest of their 
troops by February 15, 1989? Are they serious about negotiating with the 
Afghan resistance? 

What is clear is that in light of the critical decisions of 1988, Soviet 
options are all unenviable. They can decide to remain longer than the 
February 15 deadline, but only at a large political cost both at home and 
abroad and with little prospect of any improvement in the situation. They 
can continue their current effort to attract support for a coalition built 
around more “moderate” elements of the current regime, but the clock is 
running out fast and success is unlikely. They also can leave Afghanistan 
“on the skids of helicopters” as they have sworn not to do, leaving the 
Afghans to sort out their differences. Finally, the Soviets can reach out to 
the resistance and try to engage them in talks on a compromise govern- 
ment of some kind, but with clear awareness that the resistance is not 
likely to agree to any arrangement that involves the present ruling party. 





BANGLADESH IN 1988 


Precarious Institution Building Amid 
Crisis Management 
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Political crisis management with associated negative 
economic results dominated the first part of 1988 in Bangladesh, while an 
economic crisis resulting from one of the most disastrous floods in history 
tended to overshadow all other concerns in the latter part of 1988.1 The 
political opposition showed unity and strength in paralyzing Bangladesh in 
November and December 1987, when there was an emerging consensus 
that the Ershad regime was on its way out. However, effective government 
countermeasures—suspending fundamental rights, dissolving the Parlia- 
ment, and calling for an election within 90 days—provided the incumbent 
government with a new lease on life. Defining the boundary of the polit- 
ical system set the agenda for the first quarter of 1988. 


Political Developments 
Continuation of the strategy of incapacitating the government as a way of 
forcing out President Hussain Muhammad Ershad initially eclipsed differ- 
ences among the major political opposition groups. These groups con- 
sisted of the Awami League (AL) led by Sheikh Hasina Wajed, the 
Bangladesh Nationalist Party (BNP) led by Begum Khaleda Zia, the or- 
thodox religious Jamaat-e-Islami, and a group of five left-wing parties led 
by Rashid Khan Menon. In order to force the gcvernment to resign, the 
opposition drew up a two-week plan of strikes and demonstrations that 
was to commence January 5, 1988. Ershad showed his disdain for the 
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opposition’s ability to oust him when he left on a four-day tour of Egypt 
on January 6, after announcing plans for the parliamentary election. In 
Bangladesh, part of the opposition’s weakness and, conversely, govern- 
ment strength lies in the ever present threat of a military takeover. This 
perceived threat intimidated the opposition groups, and forced them to 
change their tactics from strikes and demonstrations to efforts to stop the 
parliamentary elections. The opposition parties felt that their nonpartici- 
pation would cause the election to be seen as undemocratic. They also 
sought to make the election unconstitutional by attempting to postpone 
it beyond the 90-day constitutional stipulation. While the opposition 
planned its strategies, the government-sponsored Jatiya Party, along with 
the Combined Opposition Party, consisting of 76 "political parties" led by 
A.S.M: Abdur Rab, continued preparing for the polls. 

Disruption at an Awami League meeting at Chittagong in late January 
appears to have triggered acts of dissension within the government and the 
opposition, as both sides began to feel the strains of the political volatility 
of the preceding six months. Two ministers, Anwar Zahid (Information) 
and Salauddin Kader Choudhury (Health) resigned because they disagreed 
with Ershad on the credibility of an election without the participation of 
the major opposition parties. Also during this period the split between the 
Awami League and the BNP became evident when the AL, after agreeing 
to join the BNP in a protest at Dhaka over the Chittagong incident, pulled 
out on the overt rationale that a joint appearance would not achieve the 
goal of toppling the Ershad regime. However, the real reason for the AL 
pullback reportedly was fear of a military takeover; the League sees any 
military takeover as more beneficial to the BNP than to it. There would 
seem to be some validity to this assessment because of the political align- 
ment of 11 army generals, five of whom are said to favor the BNP while 
only three lean toward the Awami League. Although the generals have 
their own political leanings, it is fear of the AL in particular that drives the 
armed forces to support Ershad in the struggle for power, and the presi- 
dent has richly rewarded the armed forces for its support. 

Negotiations between the opposition and the government seems to be an 
ongoing process, as was evident once again in the parliamentary election of 
March 1988. In 1986 the government had enticed the AL into contesting 
the national election; in 1988 Ershad considered a pre-election strategy of 
amending the constitution to change the political system from a presiden- 
tial to a parliamentary one in order once again to tempt the AL group to 
participate. This proposed constitutional amendment was opposed by the 
armed forces, and the government therefore went ahead with plans for the 
national election without it and without the participation of any of the e 
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major opposition groups. The government justified the legitimacy of the 
election by stating that it was the participation of the electorate rather 
than that of opposition political groups that provided legitimacy. 

Despite opposition attempts to stop the elections at both the local and 
national levels, local level elections for all 4,400 union councils were held 
on February 10, 1988. (Prior union council elections in 1973, 1977, and 
1983-84 had taken about two weeks to complete.) While the major oppo- 
sition groups, including both the AL and the BNF, took part in them, they 
were not prepared to participate in the national election that was held on 
March 3, the fourth parliamentary election since Bangladesh became in- 
dependent in 1971 and the second since Ershad came to power. The vot- 
ing process was completed despite allegations of rigging, vote fraud, and 
violence. Of the 300 parliamentary seats, the government-sponsored Jatiya 
Party won 250. 

Having fulfilled his constitutional responsibility to hold elections within 
90 days of the dissolution of the last Parliament, President Ershad began 
informal negotiations with the Awami League on developing guidelines for 
future elections in which the AL would be willing to participate. How- 
ever, the government's ability to placate the opposition is limited because 
the BNP group has maintained that it would not take part in any national 
election unless Ershad was willing to hand over power to a neutral govern- 
ment. With the completion of the parliamentary election, President Er- 
shad to some extent took the political initiative away from the opposition 
parties. He defined and controlled the nation's political agenda, and 
moved swiftly to name a cabinet with Mouded Ahmed as prime minister 
and Kazi Zafar Ahmad as deputy prime minister. In early April he lifted 
the state of emergency that had been imposed the previous November. 

The Constitution (8th Amendment) Act (1988), proposed in May, intro- 
duced a new article (2A) that declared Islam to be the state religion of 
Bangladesh, but stated that other religions could be freely practiced. The 
bill also amended Article 100 allowing the government to decentralize the 
judicial system and set up six permanent benches of the High Court divi- 
sion of the Supreme Court. This bill, passed in June 1988, factionalized 
the opposition groups. Although the role of religion is a very sensitive 
issue in a country where most of the people are Muslims, neither the intro- 
duction of the. bill nor its passage provided the opposition groups with an 
issue that would generate nationwide opposition to the Ershad regime. 
For the first time, the Jamaat-e-Islami Party did not join with the other 
leading opposition groups to work against a goverament initiative, and the 
reactions of the other mainstream opposition groups were lukewarm at 
best. The Awami League's declaration that it would discard the amend- 
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ment when it was in a position to do so certainly alienated the Jamaat-e- 
Islami and, to some extent, the BNP. 

While the major political concern of how to integrate the opposition 
groups into the political process remains, the surfacing of factions in all 
three major political parties may lead to greater participation as the polit- 
ical system of Bangladesh evolves. The Jatiya Party, although in power, is 
divided into three sections. One faction, interested in a constitutional 
amendment that would change the parliamentary system to a presidential 
one, is most closely aligned with the Awami League. A second group is 
aligned with the BNP, while the third section backs Ershad. To a large 
degree this factionalism is a result of the manner in which the party in 
power developed, becoming a group of disparate elements coming together ' 
under the current leadership. 

The major split in the BNP occurred in late July. when six members, led 
by the secretary-general of the party, were expelled by its chairman, 
Khaleda Zia. Participation in decision making within the BNP, especially 
with regard to national elections, is the most likely cause for the split in the 
party, and this break is more significant than earlier enticements of indi- 
vidual BNP members to join the Ershad government. It is expected that in 
any new election this segment of the BNP would participate in the voting 
process. The Awami League has always been prone to splits and factions, 
and it is well known that its leader, Sheikh Hasina Wajed, does not trust 
Kamal Hussain, a former foreign minister and presidential candidate. 
Part of her distrust may result from the decision of the party leadership to 
force AL members of Parliament to resign in December 1987 when Hasina 
was detained, the expectation being that their resignation would lead to the 
dissolution of Parliament, which is what happened. However, there was 
also an expectation that President Ershad would be forced out as he would 
not be able to legitimize his rule, but the holding of the national parliamen- 
tary elections weakened the issue of legitimacy. Indications that new na- 
tional elections may be held in March 1989 bode well for both the 
government and opposition parties as well as for democratic institution 
building. 


The Endemic Floods 


It seems that annual natural disasters are endemic to Bangladesh. Early in 
1988 there was a small earthquake. This was followed by the catastrophic 
floods of August and September and a cyclone in December. The floods 
were more devastating than those of 1987, with three-fourths of the coun- 
try under water. The latest estimates of damage exceed $2 billion. Flood- 
ing caused major infrastructural damage, crop losses were estimated to 
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exceed two million tons, and approximately 30 million people were dis- 
placed, about 25 million having lost their homes during the peak flood 
period. The December cyclone affected eight districts, killing more than 
10,000 people and destroying 8096 of the crops and many homes in the 
two hardest-hit districts. 

Natural disasters, especially the 1988 floods, have significantly impacted 
on Bangladesh's foreign relations agenda. The stark. realization is that 
floods in Bangladesh are no longer a domestic but a regional problem. 
While the topography of the country makes the nation prone to floods, 
there is sufficient evidence to show that partial blame for increased flood- 
ing is related to the deforestation of the lower Himalayas. Bangladesh, 
' therefore, has increased efforts to find a solution to the problem, but col- 
laboration with India, which is essential, is a major obstacle. The two 
countries have not been able to reach a satisfactory agreement on the issue 
of sharing Ganges River water. India's solution to flooding in Bangladesh 
is the 1978 proposal of building dams in three Indian states—Assam, 
Mizoram, and Arunachal Pradesh—bordering Bangladesh. The proposal 
also suggests that a 75-meter-wide, 324-kilometer-long canal be built to cut 
across northern Bangladesh connecting the Brahmaputra and Ganges river 
systems. Bangladesh, on the other hand, proposes a tripartite partnership 
of Bangladesh, India, and Nepal to seek an appropriate solution. India is 
generally not receptive to multilateral problem solving in the region and is 
suspicious of Dhaka’s internationalization of the issue. However, with 
Bangladesh receiving very positive reactions from such organizations as 
the United Nations, the World Bank, and the Commonwealth, Delhi may 
be hardpressed not to consider seriously a regional solution. For strategic 
reasons, Bangladesh has also attempted to bring China into the regional 
picture, hoping that China will raise the issue of flooding in Bangladesh 
during the visit of Indian Prime Minister Rajiv Gandhi to Beijing. 


Foreign Relations 
The foreign relations agenda in 1988 was also guided by political develop- 
ment. For the first time the political opposition of Bangladesh internation- 
alized internal politics by attempting to influence the executive and 
legislative branches of the United States. Opposition leaders Kamal Hus- 
sain of the Awami League and Badrudozza Choudhury of the BNP 
presented their perspectives on the appropriate U.S. role in regard to Ban- 
gladesh to the State Department and to the House of Representatives' Sub- 
committee on Asia and the Pacific. The official Bangladesh position was 
explained by the foreign minister in a visit to the United States in March 
1988, and in November, President Ershad met with President Reagan to 
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counter any significant opposition to the current state of the relationship 
between the two countries. Despite efforts by both sides, current Bang- 
ladesh-U.S. relations are unlikely to change significantly in the near future. 

The relationship with India is always sensitive, and there was little 
change in this in 1988. The obvious rejection of assistance from India dur- 
ing the floods—when Bangladesh returned the Indian helicopters sent to 
help flood victims—points to the delicate nature of this relationship. Be- 
sides differences over the flood problem, India and Bangladesh are yet to 
settle amicably the charges and countercharges that each government is 
aiding rebel groups in the other's country. 

Bangladesh's relationship with other regional countries—Bhutan, Ne- 
pal, and Sri Lanka—is mutually satisfactory as it is with Pakistan. With 
Benazir Bhutto as the new prime minister of Pakistan and financial assis- 
tance assured from Saudi Arabia, the repatriation of stranded Pakistanis in 
Bangladesh may finally take place, putting an end to this unresolved prob- 
lem of the war of independence. The relationship with China is steady, 
while that with the Soviet Union is likely to improve as a result of the visit 
of a Soviet special envoy. As for Bangladesh's relations with the Islamic 
countries, these should be enhanced by passage of the constitutional 
amendment making Islam the state religion. 


Economic Development 

Turmoil resulting from the series of natural disasters negated any opportu- 
nity for significant economic gains. A commitment of $2.056 billion was 
made to Bangladesh by the World Bank consortium for the fiscal year 
beginning July 1, approximately 13% higher than in the previous year. 
The three major categories of aid assistance are food ($214 million), com- 
modities ($580 million), and project aid ($1.262 billion). In addition, four 
other donors—the Kuwaiti Fund for Development, the Saudi Fund for 
Development, the Islamic Development Bank, and Switzerland—are likely 
to commit an additional $10 million for development purposes. 

Within the overall development strategy, Bangladesh and the World 
Bank differ on the issue of private sector development. In recent years 
there has been a decline in private investment as a percentage of GDP. 
Bangladesh authorities hold that earlier stabilization plans have resulted in 
economic stagnation, depressed rural demands, and worsened income dis- 
tribution. Therefore, the development of Bangladesh's private sector will 
require a special effort for investment-oriented growth. The appointment 
of Wahidul Huq as finance minister in August 1988 should be seen as a 
signal that the present government is interested in developing a strong pri- 
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vate sector. Dr. Huq is a former professor of economics at Toronto Uni- 
versity who is said to favor private sector development. 

Although Bangladesh has an extremely weak economy, there are some 
noticeable changes in its composition with.the garment industry having the 
most significant impact. Bangladesh is now the sixth largest exporter of 
garments to the United States, and in terms of export earnings this sector 
has overtaken earnings from the jute industry, which had been the main- 
stay of the country's economy. Traditional export items such as jute, tea, 
and leather earned a total of $450 million for fiscal year 1987-88, while 
total nontraditional exports, led by the garment industry, earned $790 mil- 
lion. The projected growth of earnings from both sectors for fiscal year 
1988—89 is about 15%. The expected growth in the nontraditional sector, 
however, will be driven by the garment industry, and there are obvious 
dangers in this type of trade dependence for a developing country like Ban- 
gladesh. The industry, therefore, is not only trying to diversify its prod- 
ucts, but is also in the process of opening new markets, especially in the 
Soviet Union and Japan. Within the traditional sector other changes are 
underway in an effort to safeguard and increase export earnings. For ex- 
ample, the government is improving its delivery time of tea to Pakistan, 
one of the largest tea markets, and to expand the tea market in the Middle 
East, the government is reducing freight charges on Bangladesh Biman 
Airlines. 

Changes that in the long run will fortify the economy also are taking 
place in the private sector. For the first time the Asian Development Bank 
(ADB) has financed a private sector project, Padma Textile Mills, without 
any guarantee from the Bangladesh government. The financing, which is 
for 40 years with a 1% service charge, has equity built into the project for 
ADB. The Bank is similarly negotiating with Beximco, whose total annual 
export is equivalent to 3% of the total sales of Bengladesh, for additional 
private sector project financing. The push toward private sector develop- 
ment is expanding as different organizations get involved in the process. 
The first foreign bank in the country, Grindleys, has recently opened a 
merchant banking unit with the explicit goal of becoming involved in local 
syndication and joint ventures in the private sector. 

Any assessment of Bangladesh must be made in the context of the acute 
economic constraints under which the country operates. In 1988 this as- 
sessment is even more difficult to make because of the destruction wrought 
by nature. There have been commendable achievements both in political 
and economic development, büt as Bangladesh looks toward the 1990s, it 
is crucial that a greater consensus be built if the political and economic 
system is not only to be sustained but strengthened. 





‘NEPAL IN 1988 


NOEL. ' Many Losses, Some Gains 


Dor Bahadur Bista 


Natural calamities marked the year for Nepal. Worst 
. was the loss of life and property caused by the earthquake on August 21 
(6.7 on the Richter scale), which took 721 lives and injured 1,551 people. 
: Followed by numerous aftershocks, the disaster devastated the economy, 
' destroyed more than 66,000 houses—rendering almost half a million peo- 
: ple homeless—and knocked down 1,202 school buildings and 14 campus 
facilities throughout the eastern region of the country. The physical dev- 
astation extended to the city of Bhaktapur within the valley of Kathmandu 
itself. Within weeks,.excessive rains created heavy flooding and landslides 
: that destroyed crops and other property, swept away thousands of head of 
livestock, and killed almost 300 people in the central and western regions 
that had previously been spared by the earthquake. 
. Earlier in the year, on March 12, a strong hailstorm with 120 kph winds 
' precipitated a human stampede at the Kathmandu stadium, killing 72 peo- 
' ple and injuring 250. This incident shocked the nation as the loss of life 
‘and human injury was, in large part, caused by the lack of procedures to 
deal with emergency evacuation of the stadium grounds. The stadium staff 
' failed to open enough exits, thereby promoting panic and exacerbating the 
degree of the disaster. 


Political Developments 
In the political arena, the year was marked by the commencement of trials 
in specially convened courts against corrupt high-level government offi- 
cials, cabinet ministers, and members of the National Panchayat (parlia- 
.ment) who had misused their positions while in office. , Prime Minister 
Marich Man Singh Shrestha reshuffled his cabinet three times during the 
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year, which is noteworthy only because such reshuffling is infrequent in 
Nepal. The nature of the cabinet changes has created some concern as 
they tend to indicate an increasingly rightist turn by the prime minister, 
who has been seen as using these opportunities to secure his personal posi- 
tion. In the early stages of his career, Shrestha had shown some promise 
for developing the democratic hopes of the partyless panchayat system, 
and his personal success had been due largely to these efforts for increased 
democratization. It was through these efforts that he succeeded in becom- 
ing the first prime minister in modern Nepali history from the Newar com- 
munity. But his more recent actions suggest a realignment in his political 
orientation. For example, he tried to win the support of some extreme 
hardliners by protecting them against charges in the stadium incident, 
placing the responsibility for the disaster on the minister for culture and 
education in his role as chairman of the National Sports Council, who then 
resigned. 

Later in the year, on October 31, Shrestha entrusted all the important 
portfolios to extremely conservative hardliners—Penchayat members well 
known for their support of authoritarian right-wing ideals. This reshuffle 
took place soon after he had peremptorily brushed aside a proposal for a 
vote of no-confidence against him in the National Panchayat. Shrestha 
seemed to have been successful in applying enough pressure upon the 
chairman of the National Panchayat and the Panchayat Policy and Evalu- 
ation Committee, Navaraj Subedi, to effectively suppress the resolution. 
The connivance of these two stalwarts of the panchayat system in stran- 
gling the democratic procedure did great damage to the democratic spirit 
of the system. In particular, it contravened the provisions of the Constitu- 
tion as well as the directives of King Birendra, who has gone on record on 
several occasions in declaring that the prime minister must remain respon- 
sible to the National Panchayat. By flouting the dictates of the Constitu- 
tion, disregarding the directives of the king, and violating the rule of law, 
these top leaders of the panchayat system provoke the question of whom 
they are trying to serve and to what purpose. This is no less shocking and 
damaging in the long-term interest of the country than all of the natural 
calamities combined. In 1980 the king initiated the first referendum in 
Nepal to determine whether to have a multiparty parliamentary system or 
a partyless panchayat democratic system. The majority of the people 
voted for a partyless panchayat democracy. The first elections to fill the 
Panchayat were held in 1981, with the next ones in 1986. Democracy, 
therefore, is only in its infancy in Nepal and is still vulnerable to 
authoritarian tendencies. Shrestha and Subedi may have succeeded in 
maximizing their personal interests in the short term through their flagrant 
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violation of the Constitution, but in doing so they have also succeeded in 
inflicting serious damage to the democratic political process of the 
panchayat system. 

Further disquieting events took place implicating some of the banned 
opposition parties. Karna Prashad Hyoju, a defector from the Marxist- 
Leninist group of the banned Communist Party, who had been elected as 
National Panchayat representative from the Bhaktapur district in 1981, 
was lynched in broad daylight on August 26 by Marxist-Leninist Party 
members on the grounds that he was unfair in the distribution of relief 
materials to the earthquake victims. But the more politically significant 
event involved the Nepali Congress Party (NC). Ganesh Man Singh, its 
most-senior and widely respected leader, openly declared the “demise” of 
the one-time mammoth party. This was shocking news to its supporters 
who credit it with ushering in democracy by fighting and defeating the 
hundred-years-old oligarchic Rana regime in 1951. Although it was de- 
clared illegal by the regime that followed the royal takeover in December 
1960, the NC has succeeded in remaining a visible force for 28 years, and 
has contended that it remains the only truly democratic organization in 
the country. Ín a formal interview, Ganesh Man Singh admitted to a local 
: weekly newspaper that: “I was under the impression that the people were 
on our side. We thought that people would accept whatever we told 
them." Referring to poor performance during local Panchayat elections in 
which the banned party members had participated, he declared that it was 
“difficult even to find competent candidates. It was clear that we were 
deluding ourselves. We were entertaining the illusion of being a strong 
party because we had not had to face anyone . . . our committees in sev- 
enty districts were confined to paper."! 


The Economic Scene 

The unprecedented loss of life in the earthquake—as well as property 
worth more than $200 million ——had a strong depressing effect on the econ- 
omy. Temporary shelters and relief food and medical supplies and services 
had to be provided for several hundred thousand people, and this repre- 
sented a major disruption of the national economic planning efforts. 

According to a statement from the World Bank, Nepal's GNP rose by 
796 during the year 1987-88. Similarly, exports increased by 20% and 
foreign currency reserves by $100 million.? The government was also suc- 
cessful in diversifying trade as 80% of industrial goods were exported to 
countries other than India. The increasingly effective industrial policy of 


1. Saptahik Bimarsha, October 10, 1988. 
2. Rising Nepal, November 17, 1988. 


226 ASIAN SURVEY, VOL. XXIX, NO. 2, FEBRUARY 1989 


the government has helped to increase the number of small-scale indus- 
tries, but industrial growth has not reached a stage where Nepal can afford 
to take agriculture less seriously. It remains an agricultural country. Yet, 
the year's food grain production of 4,802,000 metric tons? fell short 
of the target set by the government of 4,913,000 metric tons. In spite of 
massive inputs of resources such as chemical fertilizer, improved seed, ex- 
pansion of irrigation facilities; and low interest rates for loans to farmers, 
agricultural production is actually decreasing. Unless the situation 
changes, the annual population growth rate of 2.62% is going to seriously 
outdistance the food supply by the year 2000 when the population is pro- 
jected to reach 23. million. 

Agricultural activity continues to be frowned upon by the bulk of Nepali 
youth, who are increasingly influenced by a value system that denigrates 
the value of productive manual labor. Agriculturzl schools tend to be fil- 
led by people who are academically qualified but with absolutely no inter- 
est at all in agricultural work; they want to obtaia an education and the 
qualifications necessary for advancement within the national bureaucratic 
administration. The skills and knowledge learned in the various agricul- 
tural colleges, therefore, tend not to be put to any productive use in the 
agricultural field. The increasing value of land is also having a major nega- 
tive effect on the quality and level of productivity of agricultural land. 
Many wealthy, educated landowners prefer to cultivate their acreage with 
minimal investment as long as the inflationary price of the land continues 
to compensate for the loss in production. In the expectation of profits 
from appreciating real estate, such landowners are disinclined to invest in 
mechanization, so that the agricultural sector remains undercapitalized. 
Landowners in the Terai areas bordering on India encourage Indian mi- 
grant agricultural labor, and these workers have no stake in the land as 
they cannot establish tenancy rights. The practice also creates further 
complicated problems related to immigration from India. 


Foreign Relations 
Nepal's foreign policy maintained its high-level performance throughout 
the year. King Birendra, as chairman of the South Asian Association for 
Regional Cooperation (SAARC), made six visits to South Asian capitals— 
Thimpu, Dhaka, New Delhi, Islamabad, Colombo, and Male. President 
Ershad of Bangladesh was the only head of state to visit Kathmandu dur- 
ing the year (on October 2), but many other high-level delegations visited 
Nepal for discussions on international relations, trade and commerce, and 
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economic development, and Nepali delegates traveled abroad on similar 
missions. Nepal’s international image of a peaceful country was further 
enhanced when the agreement between Nepal and the United Nations was 
signed on June 9 to have the U.N. Regional Center for Peace and Dis- 
armament established in Kathmandu. 

Further, the number of countries endorsing Nepal’s Zone of Peace pro- 
posal reached 99. India and the Soviet Union are the only major countries 
among those who have diplomatic relations with Nepal who have avoided 
endorsing the proposal so far. India has been concerned with security fac- 
tors on the Himalayan border with China, which has kept it suspicious of 
‘the proposal. Such reticence contradicts its own desire to establish the 
Indian Ocean as a Zone of Peace region. . As one commentator noted, 
“there is still some evidence of excessive concern in Indian. political circles 
with Nepal's potential role in a very troublesome area of the subcontinent 
(even though) there is nothing in Nepal’s current foreign and strategic pol- 
icy positions to justify this attitude. Nepal would just like to maintain its 
own independence intact." India's suspicions were fueled when Nepal 
purchased weapons from China in mid-1988. The Indian reaction was 
strong enough to warrant External Affairs Minister, P. V. Narasimha Rao 
making a formal denial of a rumor that Nepal was planning to invade 
India with the weapons purchased from China.° 

In Afghanistan, Nepali soldiers participated in the U.N. Military Assis- 
tance Group to monitor the withdrawal of Soviet troops and the return of 
Afghan refugees. 

It is interesting that Nepal continues to overplay its role as the only 
Hindu kingdom in the world by convening the World Hindu Meet. In 
part, such conventions are designed to woo right-wing fundamentalist 

'Hindus in India. The conventions, however, bear a very high internal 
price as they are disruptive of the process of. national integration. Many 

‘ethnic Nepalis are not Brahmanic in the sense that they do not recognize 
caste principles. Such conventions tend to alienate the non-Brahmanic 
ethnic minority populations. 


Conclusion 
In conclusion it could be said that 1988 was not remarkably different from 
earlier years when looked at from a long-term perspective. The economic 
performance of the government was definitely better than in previous years 
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as far as industrial and commercial policies are concerned. Fiscal adminis- 
tration was reasonably sound and strong. However, there was little pro- 
gress toward the targeted goal of reaching the Asian living standard level 
by the year 2000, with the eradication of poverty for the 40% of the popu- 
lation living below the poverty line. The most serious continuing problem 
has to do with skilled manpower shortages in the agricultural sector, the 
abuse of the agricultural college system, and the growing tendency among 
landowners to disregard the productivity of their land. The decisive steps 
taken against corrupt high-level officials in politics and administration 
were praiseworthy, but these were more than counterbalanced by the ac- 
tions of the prime minister and the chairman of the National Panchayat 
and the Panchayat Policy and Evaluation Committee in subverting the 
long-term evolutionary process of the partyless panchayat democracy. 





SRI LANKA IN 1988 
Seeds of the Accord 


Bruce Matthews 








The year 1988 brought many challenges to Sri Lanka. 
Most importantly, it marked the first anniversary of the July 29, 1987, 
Indo-Lankan Accord, and provided the experience and the relief of provin-: 
cial council and presidential elections. Not unexpectedly, it was another 
troubled year; yet much was accomplished in an attempt to restore balance 
to a severely distraught nation. The year began with the country sundered 
along geographical and ethnic lines. Consistent with the terms of the Ac- 
cord, an Indian Peace-Keeping Force (IPKF) occupied the Northern and 
Eastern provinces in order to combat the secessionist Liberation Tigers of 
Tamil Eelam (LTTE). In the south the Sinhalese majority wrestled with 
this major shift in the prospect of the nation. There the Accord was used 
to raise suspicion and mistrust both of India and the incumbent United 
National Party (UNP) government. With presidential and parliamentary 
elections constitutionally ensured well before 1990, the opposition made 
` the most of the Accord to arouse ethnic passions and accuse the UNP of 
complicity with India. In particular, there were objections about India’s 
physical presence on Sri Lankan soil, about the new “federal-style” pro- 
vincial councils, and the possible long-term fusion of the Northern and 
. Eastern provinces into what the Sinhalese thought might become an in- 
dependent Ceylon Tamil stronghold. Although by the beginning of 1988 
' over 500 Indian troops had given their lives in combat, few Sinhalese 
. seemed prepared to accept that this was done to keep Sri Lanka intact. 
Likewise, the Ceylon Tamils for the most part responded vehemently 
against the Indian occupation because it thwarted their political aims and 
brought much hardship and suffering to the innocent. An important cor- 
: ollary to this was the steady increase of anarchy and terrorism in the south 
and the spectre of a government seemingly helpless to prevent it. 
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Everywhere in Sri Lanka, then, the impact of the Accord conditioned 
political behavior and the temper of society. Yet, as Pieter Keunemann, 
the redoubtable Communist Party spokesman, remarked, the Accord's 
*positive" attributes should not be overlooked.! These alsó need to be 
taken intó consideration in order to achieve a balanced view. This article 
examines 1988 in Sri Lanka mainly from three perspectives, each closely 
related to the Accord: the devolution of power through the provincial 
councils, the preservation of the unitary nature of the state, and the mili- 
tary and economic impact of the Accord, with finally, a glance at the presi- 
dential election. 


Provincial Councils 

Despite unprecedented obstacles that took the form of violence and fear, 
elections to the promised provincial councils were held throughout the is- 
land over nine months. What might have been an imaginative and even 
stimulating electoral contest between the UNP and the main opposition, 
the Sri Lanka Freedom Party (SLFP), never transpired. The latter boy- 
cotted the elections as a protest against the UNP attempt to conciliate | 
Ceylon Tamil demands for more autonomy. This left another opposition 
party, the United Socialist Alliance (USA), as the only major contender 
against the UNP in the south. The USA (comprising the four traditional 
left-wing: parties: the Communist Party, the Sri Lanka Mahajana Pak- 
shaya, the Lanka Sama Samaja Party, and the Nava Sama Samaj Pak- 
shaya) regrettably lost its young, capable, and chzrismatic leader, Vijaya 
Kumaranatunge, to assassins on February 16. Most sources blame his 
death on the, nihilist Sinhalese underground movement, the Janatha 
Vimukthi Peramuna (JVP or People's Revolutionary Front), who up to 
this point had targeted only UNP politicians and supporters. What made 
the USA distasteful to the JVP was its endorsement of the Accord and its 
growing political popularity among the poor. 

Nonetheless, despite these setbacks, the first provincial council elections 
were held on April 28 in the North Central Province, the Northwest Prov- 
ince, Uva, and Sabaragamuwa. Out of a total of 155 seats, the UNP won 
88, the USA 64, and the Sri Lanka Muslim Congress (SLMC) 3. The 
voter turnout was approximately 6096, considered quite acceptable under 
the circumstances of the well-coordinated JVP program of intimidation. 
A month-long interlude between this event and the next round of provin- 
cial council elections was marred by murder and assault on 20 candidates 
from the UNP and SLFP. But on June 2, the vote was held in the Central 
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Province and the heavily populated Western Province (including Co- 
lombo). Again, out of a total of 155 seats, the UNP took 87, the USA 60, 
the SLMC 6, and the tiny Liberal Party 2 seats. Voter participation ayer- 
aged 5796. A week later, elections were held in the Southern Province. 
This was the most troubled zone in the Sinhalese south, an area long iden- 
tified with radical politics even before the JVP focused its activities there. 
(Many unemployed youth, particularly disillusioned by eleven years of 
UNP control of access to employment and the widespread lack of opportu- 
nity, come from there.) Not surprisingly, voter turnout on June 9 was 
weak. On average, 2796 came to the polls, although the figure was only 
7% in the more remote and dangerous corners of the province (such as 
Hambantota). Of 53 seats, the UNP took 36, the USA 15, and indepen- 
dents 2. The left-of-center USA. received only 2496 of the vote, showing 
how ideologically estranged it is from the new radicalized politics of the 
deep south. 

A final election was held in the Northern and Eastern provinces on No- 
vember 19. In the Northern (comprising Jaffna, Mannar, Mullaitivu, and 
Vavunlya districts), the 36 seats went uncontested on nomination day to 
two Ceylon Tamil groups—the Eelam National Democratic Liberation 
Front (ENDLF) and the Eelam People's Revolutionary Liberation Front 
(EPRLF)—who had come to an understanding with the IPKF and the Sri 
Lankan government. (The Tamil United Liberation Front, which repre- 
sented Ceylon Tamil constituencies in parliament until 1983, is no longer a 
politically viable force.) The event, not unexpectedly, was repudiated by 
the LTTE. In the Eastern Province (comprising Batticaloa, Trincomalee, 
and Amparai districts) the election was held for 35 seats; the EPRLF and 
SLMC won 17 each, the UNP only one. The Eastern Province is beyond 
the reach of the JVP, and the IPKF kept the LTTE at bay. The result was 
an 82% turnout at the polls. By any calculation, the fact that the provin- 
cial council elections took place at all was an indication of the govern- 
ment's resolve to carry through with this key component of the Accord. It 
was especially significant for the Northern and Eastern provinces, where in 
theory there is to be only one council for a year. This effectively joins the 
two provinces for local administrative purposes until a referendum is held 
in 1989 on whether to continue the arrangement. This, more than any- 
thing else, remains the most contentious political issue in Sri Lanka, mir- 
roring the crisis about the unitary nature of the state that has fueled Sri 
Lanka's communal distress for years. 


Maintaining the State 
A second important hallmark of the Accord is that it preserved Sri Lanka 
asanation in 1988. This is so largely because the IPKF continued to hold 
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the troubled Northern and Eastern provinces under its control, thereby 
preventing the still active but much weakened LTTE from gaining political 
dominance. It is widely acknowledged that this arrangement can only be 
an interim one. For the past year, however, India kept approximately five 
divisions (about 70,000 troops) in this region. From time to time, fresh 
overtures were made to bring LTTE leader Velupillai Prabhakaran into 
the political process (e.g., a week-long ceasefire in October) but to no avail. 
The LTTE has expressed a complete unwillingness to acknowledge the 
changed circumstances of Sri Lanka. Although szid to be only a fragment 
of its former size (at one time, 5,000 or more fighters, now only a few 
hundred), the LTTE continued its struggle in 1988, mostly by lashing out 
at Sinhalese "settlers" in the border areas. Attacks against these poorly 
defended villagers by Tiger gunmen were relentless and always horrific. 
Rarely did the LTTE confront the IPKF directly. Adept at fading into the 
general population, and still with much popular support in the north, it 
became clear that the Indian army was unable to vanquish them entirely. 

- Critics of the Accord in the south blame the Indian army for failure in this 
regard, but it can be argued that without the IPKF Sri Lanka would likely 
have disintegrated in 1988. 

The events in the Northern and Eastern provinces inflamed tensions in 
the south. There, three powerful opposition forces (the SLFP, JVP, and 
the Buddhist monastic order) worked tirelessly to undermine the possible 
benefits of the Accord and to claim that it was the source of all of Sri 
Lanka's problems. Each stridently averred that the presence of the Indian 
army, along with the perceived fusion of the provinces, marked the end of 
the unitary state. The SLFP and JVP, in particular, saw that much polit- 
ical fortune could be gained by aggressive pursuit of this compelling 
theme. 

` For a brief period in early October it appeared as if the JYP might be 
persuaded to join Sirimavo Bandaranaike’s newly formed alliance of seven 
parties.? Had this succeeded, it would have been a formidable political 
force, but the move proved ephemeral. In a calculated move, President 
Jayewardene agreed to the possibility of dissolving Parliament immedi- 
ately and introducing a “caretaker” cabinet until parliamentary elections 
could be held, on the condition that the JVP participate in the cabinet.? 
But the JVP preferred to continue its extraparliamentary aim to overthrow 





2. This curious alliance of marginally important political parties consisted of the SLFP, 
the Mahajana Eksath Peramuna, the Eksath Lanka Janatha Pakshaya, the Democratic 
Worker's Congress, the All Ceylon Tamil Congress, the Muslim Congress, and the Liberal 
Party. 
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the government (and any sort of political democracy) by terrorism. In this 
regard, it proved skillful at penetrating the armed forces, the police, state 
and private workplaces, and student bodies at both the secondary school 
and university level. Although apparently few in number (a common esti- 
mate is about 2,000 “officials” and 8,000 active “supporters”), the JVP was 
strong enough to knock the entire Sinhalese south to its knees on several 
occasions. Hundreds of schools and all of the universities (except, ironi- 
cally, Jaffna in the Northern Province) were forced to close for weeks. 
From time to time, even Colombo itself was brought to a total standstill, 
e.g., on September 12. By October, shoot-to-kill, eighteen-hour curfews 
were commonplace. Troops and armored cars held the streets. Murder 
and mayhem continued unabated, with new anti-JVP vigilante-style gangs 
entering the fray. Despite their terror tactics, the JVP was able to channel 
a great deal of public sentiment against the Long Parliament of the UNP. 
Thus, in many ways, the JVP determined the political agenda of Sri Lanka 
in 1988.* 

No less insistently, but in a different way, the Buddhist monastic order 
also pressed the government to scrap the Accord. This contributed to a 
four-point “peace plan" proferred in October by the clerical hierarchy, 
which essentially urged the government to resign. This maneuver was im- 
portant because it brought Jayewardene and Bandaranaike face to face 
(briefly raising rumors of a possible "national government" to deal with 
the JVP), and because it demonstrated the fact that the clergy sought to 
have their political views heard. At the same time, more than 7,000 monks 
assembled at Vidyodaya Pirivena under the Sri Lanka National Sangha 
Council, where they denounced the Accord and demanded the release of 
Sinhalese "political" prisoners. It is fair to say that in 1988, Sinhalese 
Buddhism showed no new willingness to address the current issues of eth- 
nic and political pluralism. Indeed, it failed totally to see what advantages 
the Accord might offer Sri Lanka. 


Military and Economic Impact of the 
Accord 
A third important dimension of the Accord was the military and eco- 
nomic respite it gave Colombo during the year, in that the government was 
relieved of the responsibility and cost of maintaining an armed force in the 
Northern and Eastern provinces. Living up to the terms of the Accord 


4. Although President Jayewardene never wavered in his condemnation of the JVP, it is of 
interest to note that Prime Minister Premadasa and Mrs. Bandaranaike preferred to blame 
disturbances on unknown organizations. They hoped not to antagonize the JVP or to alien- 
ate it from possible compromise. 
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was also a visible reminder to donors of foreign aid that the state was 
trying to come to grips with its disastrous communal problem. Militarily, 
with the suddenly accelerated JVP outreach, Szi Lanka's armed forces 
were fully extended in the south. The nation not unexpectedly experienced 
an increase in militarization.? This has brought with it certain hazards, 
such as the erosion of accountability for some army actions. But in gen- 
eral, the army has not tried to impose its terms on the government (e.g., it 
has not unleashed its full power against the JVP) and remains loyal to the 
state in every way. 

The economy in 1988 was also able to take some short-term advantage 
from the Accord that at least offered a pause to help restore national sta- 
bility. In recent years, Sri Lanka has become dependent on international 
aid to meet up to 50% of its annual budgetary needs. In this regard, 
UNP Finance Minister Naina Marikkar secured World Bank pledges of 
$612 million in July, and forecast a general economic growth of 3.6% for 
the year.’ 


Conclusion 
So far this article has taken its perspective from the Indo-Lankan Accord 
and its consequences up to the present. Not surprisingly, some maintain 
that the Accord is in ruins. However, I am convinced that 1988 proves the 
Accord has broadcast its seed and that something valuable has emerged 
from this brave effort. Seen from the geopolitics of the Indian perspective, 
the Accord suggests that India wishes to be recognized as the dominant 
regional power. This doubtless is one reason why it has intervened in Sri 
Lanka at a cost to its own internal equilibrium. India will see to it that Sri 
Lanka survives, however distasteful the remedy of interference is to both 
Tamils and Sinhalese, who cannot boast good management. The JVP can- 
not possibly overthrow the national state, and the Tigers cannot hope to 
amputate a third of the island, if India's interests or security is thereby 


5. In 1987, the authorized strength of the armed forces was 1,395 officers and 34,255 other 
ranks for the army; 262 officers and 6,210 other ranks for the air force; and 346 officers and 
4,520 other ranks for the navy. There are as well 6,400 in the Special Task Force, 23,500 
police, and 1,800 home guards (a loose militia currently being reduced in size). (Information 
from the Ministry of Defense, Colombo.) 

6. Significantly, the Central Bank of Sri Lanka notes the "harsh realities of a narrowly 
based, primary trade-dependent economy striving to maintain a reasonable rate of growth in 
a hostile environment." Annual Report, Colombo, 1987, p. 23. 

7. The Island (Colombo), November 2, 1988. Former Finance Minister Ronnie de Mel 
claimed that most of the procured aid was “second installments” on previously negotiated 
deals and that the economy would likely have a growth rate of only 1.6%. (The Island, July 
2, 1988.) 
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compromised. This will not take place. The crepuscular vision of a state 
dominated by Sinhalese ethnopopulism at the expense of minorities, or of 
an authoritarian exclusivist nation of Eelam, would be a step closer to an 
insupportable future. Sri Lanka may still avoid these catastrophes; the 
question now is whether the political skills to make this possible have in 
fact survived these last years of brutalization and shame. 

Sri Lanka went to the polls on December 19 to elect a new president. 
Over nine million people had three candidates to choose from. These were 
current Prime Minister Ranasinghe Premadasa, the SLFP leader Mrs. 
Sirimavo Bandaranaike, and Oswin Abeygunasekera, spokesman for a 
loose alliance of opposition parties associated with the USA. Despite some 
terrorist intimidation in the south, approximately 60% of the electorate 
came forward to vote there. In the Eastern Province, the turnout was 
70%, and in Jaffna (the Northern Province) a quite remarkable 40%. 
Ranasinghe Premadasa secured 50.4% of the vote, just enough to take the 
presidency on the first count. Mrs. Bandaranaike received 44.9% of the 
vote. A team of observers from the South Asian Association for Regional 
Cooperation (SAARC) was on hand to review the procedure of the elec- 
tions. The nation, we see, still goes forward within the framework of polit- 
ical legitimacy and democratic choice. This being so, Sri Lanka once again 
has escaped being devoured by the fanatical options of racism or mere 
murder, anarchy, or totalitarianism. 


















Emerging from the partition of India in 1947, Pakistan was a 
product of the first and perhaps the most successful-of those 
twentieth-century movements which sought to bring about an 
Islamic transformation of the post-colonial state. But the 
evolution of Islam’s role in the Pakistan movement has long 
been debated. This book examines the problem through a 
detailed study of Muslim politics in the Punjab—Pakistan’s 
largest and most important province—in the decades leading 
up to India’s partition. Gilmartin argues that an understanding 
of Muslim politics in this period depends on an understanding 
of the close interaction between the ideology and structure of 
the British colonial empire on the one hand, and the structure 


of Islamic organization and ideas on the other. 
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LONG-TERM TRENDS IN THE 
ASIA-PACIFIC REGION 


A Soviet Evaluation 


Henry Trofimenko 








As Paul Kennedy says in his seminal work on the fate 
of great powers, “writings upon how the present may evolve into the fu- 
ture, even if they discuss trends which are already underway, can lay no 
claim to being historical truth. . . . Unforeseen happenings, sheer acci- 
dents, the halting of a trend, can ruin the most plausible of forecasts; if 
they do not, then the forecaster is merely lucky."! At the same time, in 
our day and age it is forecasts that are in greatest demand and the whole of 
political science is to a great extent geared to forecasting, not to speak of 
futurology. But the pace of change is now so rapid that futurology has 
slipped out of vogue, having done very poorly in forecasting socio- 
economic change. Even approaches in the manner of Herman Kahn— 
enumerating all thinkable and unthinkable scenarios—proved to be in 
many ways wide of the mark in comparison with actual developments be- 
cause of the pace of change and the impossibility of foreseeing the combi- 
nation of factors that would be most relevant to influencing the course of 
events. 

. Come to think of it, in the beginning of the 1970s the simple Hewlett- 
Packard microcalculator was considered a miracle by the average man, 
and now with hundreds of makes of personal computers, worldwide com- 
puter networks, fax machines, digital recordings, and many other products 
of technological revolution on the verge of bursting onto the market, it is 
extremely difficult to predict the speed and direction of change in the ma- 
terial conditions of life and the resultant sociopolitical and psychological 
changes. 


Henry Trofimenko is Head of the Foreign Policy Department, Insti- 
tute of U.S. and Canadian Studies, Academy of Sciences, Moscow. 
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1. Paul Kennedy, The Rise and Fall of the Great Powers: Economic Change and Military 
Conflict from 1500 to 2000 (New York: Random House, 1987), p. 438. 
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It becomes more and more evident, for instance, that with this new tech- 
nological revolution it is now civilian, commercial technologies and not 
military ones that are on the cutting edge of innovation; instead of a spinoff 
from military technologies into civilian industries one would soon see the 
increasing spinoff from gadgets and techniques developed commercially 
into the sphere of military technology. That theoretically opens up pos- 
sibilities of sudden jumps—drastic changes in relative military potentials 
and capabilities of countries, irrespective of their ranking on the scale of 
GNP generation or the quantities of certain traditional military hardware 
produced. This is just one of the many elements of the new situation that 
tremendously complicates the task of forecasting. In this setting the best 
that one can do is to single out the most basic features of the current situa- 
tion and speculate about the possible changes in these features in the 
course of the next 15-20 years, which may be called well-nigh long-term 
projection in our volatile age. 
` But at the same time one should bear in mind that even this singling out 
of the basic features and trends may be highly subjective. Maybe this is 
the reason why whenever I write for Western journals a warning is in- 
serted—not so much by me as by my editors—that the discourse in ques- 
tion represents a “Soviet view." While generally agreeing that a view from 
Moscow on certain situations or events might differ from a view from 
Washington or, for that matter, Jakarta, I wonder why this forewarning is 
usually lacking when, say, an Englishman writes for an American maga- 
zine? Maybe this forewarning has more to do with the fact that the point 
of view presented is actually coming from a Soviet scholar and not just a 
non-American? But now—I should warn you—with the plurality of 
voices coming from my country this traditional lebel becomes rather irrel- 
evant, if ever it was useful.. 


The Present Picture 
So what are the basic features of the current situation in the Asia-Pacific 
region? First and foremost, the region is steadily becoming the most im- 
portant zone of the world. More than 40 years ago one of the then leading 
U.S. experts on Asia, Owen Lattimore, wrote: “Asia was for several cen- 
turies an area in which political history and the economic fate of hundreds 
of millions of people were determined by things that happened somewhere 
outside of Asia. We have now crossed over into a period in which things 
happening in Asia, opinions formed in Asia, and decisions made in Asia, 
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will largely determine the course of events elsewhere in the world."? This 
prophetic observation has finally come true. 

Second, it is the most rapidly developing region in today’s world. The 
growth rates of Japan, China, Taiwan, South Korea, Hong Kong, Singa- 
pore, Malaysia, and some others in this decade are much higher than those 
of most other countries of the world. The west coast states of the United 
States are also developing faster than the rest of the country. The new 
Soviet program for development of Siberia and the maritime provinces of 
the Soviet Far East also envisages growth rates higher than for the rest of 
the country. Third, this region is leading the rest of the world in techno- 
logical innovation. Silicon Valley in California, Forest Valley in Oregon, 
Japan, South Korea, now stand on the cutting edge of modern technology, 
producing ever new products in electronic and robotics industries, in 
chemistry and biotechnology. Fourth, this is the region where four out of 
five main power centers of the world—the U.S., the USSR, China, and 
Japan actually face each other, where their borders and maritime exclusive 
economic zones actually intersect. 

The great Russian thinker and democrat, Alexander Herzen, almost 150 
years ago called the Pacific “the Mediterranean of the future.” As far as I 
can judge, he came to this conclusion because, as he said, Russia and 
America met each other across the Pacific. And the significance of this 
meeting—not via Europe, but via the Pacific Ocean—was in the fact that 
although there are immense spaces of salt water between them, it was the 
way unmarred by “mouldy prejudice, stagnant ideas, envious parochialism 
and stationary civilization."? This observation is even more appropriate 
nowadays when the countries of the Pacific are really showing innovative 
approaches, not only in technology or agriculture but in their social and 
economic lives. 

Fifth, this is the region of rapid population growth. Although a number 
of countries in the region practice birth control, the majority of the world’s 
population now resides in this region and its share in the world’s total will 
continue to grow. Also, the population of the maritime provinces of most 
countries of the region evidently continues to increase more rapidly than 
the population in general, as evidenced by the quick growth in the last 
10-15 years in the number of residents in Pacific coast states and Hawaii in 
the United States, British Columbia in Canada, the maritime provinces of 
China, and so on. Sixth, the ocean begins to play an ever bigger role in the 
life of the regional countries, not only in its traditional role as a medium of 


2. Owen Lattimore, Solution in Asia (London: The Cresset Press), 1945, p. 1. 
3. Alexander Herzen, America and Russia: In a Russian Discovery of America (Moscow: 
Progress Publishers, 1986), p. 283. 
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communication and a source of food, but also as a source of energy and 
raw materials. The share of the region in the total fish catch in world 
oceans is about 60%, and the bulk of the world's trade in fish and fish 
products concentrates there. In the mid-1980s the Pacific Basin countries 
produced 40,000 tons of oil per day extracted from the seabed, or one-fifth 
of all the world's oil produced by sea rigs. The Pacific Ocean is also the 
most promising place for deep sea mining. Its reserves of manganese, 
nickel, and cobalt in polymetallic seabed concretions surpass by many 
times those prospected on land. 

Seventh, this is the region where the arms race goes on at the same rate 
as elsewhere in the world. The main competition is in naval armaments, 
although other armaments, including nuclear, are also on the increase. 
The United States systematically increases its military presence in the re- 
gion, including its bases in Japan and South Korea. In accordance with its 
so-called new maritime strategy, the United States constantly increases its 
naval patrolling in the Northwest Pacific, deliberately putting pressure on 
the eastern flank of the Soviet Union. “The U.S. Navy has always had a 
preference for the Pacific Ocean over the Atlantic and Europe," writes 
William Arkin, a well-known specialist on the U.S. military. “During the 
Reagan administration, the Pacific maritime preference has resulted in an 
even more aggressive outlook and strategy than in the Atlantic. Large- 
scale and highly provocative military maneuvers have been conducted in 
far northern Pacific waters by the U.S. Navy at greater frequency than in 
any other region. In four consecutive exercises since 1982, the participat- 
ing force has been progressively increased to where each new exercise has 
become the largest fleet maneuver held in the Pacific since the end of the 
Second World War. ... The maritime strategy in the Pacific is specifically 
intended to take advantage of Soviet military weakness in the region."4 

The Soviet Union is thus forced to reply to the U.S. naval power projec- 
tion, though for the past several years it has not increased its naval forces 
in East Asia. But it was not the U.S. power projection alone that had to-be 
taken into consideration. As Christopher Coker rightly notes, “because 
U.S. enthusiasm for playing the China card and rearming Japan has not 
diminished, the Soviet Union may well have concluded that it needed to 
build up its strength in the area to restore the global correlation of 
forces.”> Jammed between the two superpowers and closely allied with 
the U.S., Japan is increasingly dragged into the arms race, although “drag- 


4. William M. Arkin, “The Nuclear Arms Race at Sea,” Neptune Papers no. 1, Green- 
peace-Institute for Policy Studies, Washington, D.C., October 1987, pp. 13-14. 

5. Christopher Coker, “The Myth or Reality of the Pacific Century," The Washington 
Quarterly, Summer 1988, p. 13. 
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ged” might not be the proper term, since there is plenty of evidence of 
indigenous enthusiasm. The military potentials of the two Koreas are high 
and still growing. Though China cut its land forces by one million men, it 
nevertheless continues to modernize them and is moving fast in nuclear 
arms buildup. Canada is also taking part in the race, having developed a 
new program for naval buildup including construction of new nuclear at- 
tack submarines. 

Eighth, although the last big military conflict in the region—the U.S. 
war in Vietnam—ended in the mid-1970s, Asia-Pacific is still the region 
where half of the present world military conflicts go on, according to the 
World Armaments yearbook for 1987.6 These are mainly civil wars and 
insurgencies, but some of them have the potential to erupt into wider local 
wars. The situation on the Korean Peninsula is tense and fraught with 
dangerous developments. 

Ninth, the main military “knot” in the region at present is the USSR- 
PRC-U.S. triangle with their corresponding allies. Any shift in the polit- 
ical relations between the two sides in this triangle is immediately felt by 
the third side, which sooner or later takes some compensatory steps. As 
Thomas Hayward remarked, “from a strategic standpoint, the triangular 
relationship between China, the Soviet Union and the United States is con- 
siderably more relevant and vital than its bilateral subsets. Interestingly, 
China is perhaps more in control of the strategic focus of this triangle than 
either the U.S. or Soviet Union."? 

Tenth, the main economic "knot," on the other hand, is created by the 
increased competition between the United States and Japan into which 
some NICs are trying to enter, especially the “four tigers” of the region— 
South Korea, Hong Kong, Taiwan, and Singapore. So far the arena of this 
competition is mainly the U.S. home market, but it is inevitable that it will 
be more and more acutely felt in the Pacific region at large. The economic 
relations between the U.S. and Japan are deformed as witnessed by the 
huge trade deficits of the former and its systematic retaliatory measures. 
Many experts hold the opinion now that the rivalry between the United 
States and Japan—chiefly but not exclusively economic—will become 
more acute with every passing year, and quite a few of the specialists say 
that this rivalry would overshadow the U.S.-USSR military rivalry in the 
Pacific. ““When they talk of the Pacific century, many Americans are talk- 


6. See World Armaments and Disarmament 1987 (New York: Oxford University Press, 
1987), pp. 310-17. 

7. Thomas B. Hayward, "Strategic Implications of Soviet-U.S. Relations on the Asia- 
Pacific Region," paper presented at the Soviet-American Conference on the Asia-Pacific Re- 
gion, June 1988, Moscow, p. 21. 
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ing about a specific historical phenomenon: the end of the American cen- 


^. tury and the failure of a Pax Sovietica to take its place. It would be 


perhaps more accurate to argue that the current U.S. preoccupation with 
the Pacific reflects a growing belief that the main threat to its status as a 
superpower comes not from the Soviet Union but from Japan." 

At the same time, despite labeling the Pacific “the Mediterranean of the 
21st century," there does not yet exist true interdependence between the 
various countries of the region, or rational division of labor. A truly inte- 
grated relationship exists only between the United States and Canada, one 
that will be greatly facilitated if the Free Trade Agreement between the 
two. countries goes into effect. As far as the participation of the PRC and 
the USSR in the international division of labor in the Pacific is concerned, 
it is as yet insignificant, although China’s performance in this field is some- 
what better than the Soviet Union’s. ` 

Eleventh, against the background of conflicts and increase in arma- 
ments, there is developing in the region a movement for its denucleariza- 
tion, or at least a movement against free-for-all nuclear deployments. This 
is demonstrated by the conclusion and ratification of the Treaty of Raro- 
tonga, by New Zealand’s initiative in forbidding nuclear-carrying vessels 
to enter its ports, by the increased interest of the ASEAN countries in 
creating a Zone of Peace, Freedom and Neutrality, and by the proposal of 
the Democratic People’s Republic of Korea (DPRK) to establish a nu- 
clear-free zone on the Korean Peninsula. 

Finally, one should mention the constructive initiatives and moves by 
the government of the Soviet Union designed to contribute to the lessening 
of tensions in the region. Among them are the withdrawal of Soviet troops 
from Afghanistan, completed in February 1989, and the liquidation—in 
accordance with the USSR-U.S. treaty—of the Soviet intermediate-range 
and shorter-range missiles, a quarter of which had been deployed in the 
Asian part of the Soviet Union. The USSR has also withdrawn a consider- 
able portion of its troops deployed in Mongolia, and it is instrumental, 
along with some other countries, in the solution of the Kampuchean prob- 
lem and other conflicts in the region. 


Stability of the Balance of Power 
It is natural that the strategy of every country in the region is aimed first 
and foremost at maximizing its own gains and increasing the strength of its 
own position, which makes it clash with varying intensity with the inter- 
ests and positions of every other country in the region. Hidden tensions 
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exist even between the allies, not to speak of the controversies between the 
recognized opponents. In the process of this play of regional forces (in- 
cluding all types—military, political, economic, cultural), complicated 
combinations of antagonism, parallelism, and convergence of interests 
emerge, as well as their multifarious equations in the form of local and 
regionwide balances of power that reflect the dynamics of indigenous and, 
to some extent, external forces. Of course, the ideal condition of interna- 
tional or, in this instance, regional politics would be a harmonization of 
the interests of all the parties by peaceful means through intentional and 
concerted efforts by the whole regional community of nations in the pro- 
cess of their interaction. But so far we have not witnessed such a highly 
rational approach, although the movement from tight blocs of the 1950s to 
the present flexible, and in many cases fluid alignments manifests the swing 
to more sophisticated and broad-minded attitudes. 

Nevertheless, until now the balance of power was the result of the high- 
handed struggle among the various members of the Pacific community, not 
infrequently with some use of military force or its threatening demonstra- 
tion. But in the final analysis, the balance of power preserved itself be- 
cause in cases of this or that country’s maximalist pretensions aimed at 
attaining local or regional hegemony, the other members of the commu- 
nity combined their efforts to block such an outcome. In the period after 
World War II, it was the United States that entertained some hegemonistic 
notions with regard to the region. And though it succeeded to a considera- 
ble extent in thrusting itself upon the region economically and militarily, it 
nevertheless failed to establish its hegemony despite the massive show of 
military force and participation in two big wars in the region. 

The balance of power in the region in general—with some local dis- 
balances—is being preserved despite the fact that it is not realized ration- 
ally, i.e., through agreements, but through sophisticated maneuvering by 
all the members of the Asian-Pacific community. And each member, very 
often intuitively and unconsciously, is trying to play in accordance with 
what the game theorists call the mini-max principle—that is, the approach 
in which one tries to choose strategies aimed at getting not a maximum but 
an optimum gain, because the striving for a maximum gain is fraught with 
a maximum loss in case of bad luck. This axiom has been confirmed by 
the actual experience of the nations that have tried at various times to 
establish domination or hegemony in the region. 


The Basic Trends 
It seems that all the basic features of the situation in the region will remain 
in force until the end of the century, although some of them might be 
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modified to a greater or lesser extent by the behavior of the individual 
countries and the cumulative effect of their moves. 

The main weights in the balance of power in the region will be economic 
and political and not military factors, despite the seeming dominance of 
the latter. The economic factors will make themselves felt in the form of 
the economic, scientific, and technological potentials of nations, first and 
foremost in those aspects that can be utilized as instruments of regional 
and, in the final analysis, global influence in the increasingly interdepen- 
dent international system. One cannot but fully agree with the statement 
made at a conference in Moscow by Dr. Mohamed Noordin Sopiee, the 
director of the Malaysian Institute of Strategic and International Studies, 
that “the central game in the Pacific is not a military one. The power that 
has comprehensive capability, that is able to participate in every area of 
activity, is the power that is likely to play the biggest role in the Pacific."? 

Nuclear weapons, while hardly usable in a practical sense, will remain 
an important factor of political influence at least until the end of the cen- 
tury. If no steps to diminish the role of nuclear weapons in maintaining 
security are taken either globally or regionally, the nuclear arms race in 
the region will go on. It will manifest itself in the further increase of the 
nuclear arsenal of the U.S. Navy, in the efforts of the PRC to narrow the 
gap between its nuclear arsenal and the arsenals of the two superpowers, 
and possibly in the decision of Japan and some other Asian countries to 
acquire such weapons. However, the understanding of the terrible conse- 
quences of atomic war will be a powerful restraining factor working 
against the use of such weapons and devaluing them as a means of intimi- 
dation. The INF treaty between the U.S. and the USSR will have the 
same effect, and the conceivable conclusion of the START treaty between 
these two countries would become a powerful factor working against the 
further spread of nuclear weapons. 

In conditions of further improvement of Soviet-Chinese and Soviet- 
American relations, continued normalization of relations between the U.S. 
and the PRC and Japan and the PRC, and probable improvement in the 
near-term perspective of relations between the Soviet Union and Japan, the 
general political climate in the region will become more favorable for 
peaceful settlement of conflicts and international disputes. Consequently, 
the stimuli for military confrontations will be diminished. The same effect 
will accrue from peaceful settlement of the conflicts, internal and external, 
that are taking place in Asia and the Pacific, and from further steps in 
military détente on the borders between the USSR and the PRC, the PRC 
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and the People’s Republic of Mongolia, the PRC and Vietnam, the PRC 
and India, India and Pakistan, and some others. Such steps seem more 
viable than the peaceful settlement of some of the ongoing internal con- 
flicts, some of which have the potential of involving external powers. 

Stability in the region might be enhanced by confidence-building meas- 
ures implemented on a bilateral or multilateral basis. The thrust of such 
measures ought to be greater predictability of behavior by members of the 
regional community. Some such steps are quite feasible, for instance be- 
tween Vietnam, Laos, and Kampuchea on the one hand and the countries 
of ASEAN on the other, or in the northwestern. Pacific as suggested by the 
Soviet Union. The implementation of such measures and their sweep will 
to a great extent determine the degree of tranquility in the corresponding 
zones of the Pacific. Trevor Findlay of the Australian National University 
in Canberra notes one more path of implementing CBMs: “The prospects 
of CBMs on the Helsinki/Stockholm model being transplanted to the 
north Pacific indeed appear brightest in relation to the USSR/China/ 
Mongolia triangle. The withdrawal of 10,000 Soviet troops from Mongolia 
and mutual withdrawals from the Sino-Soviet border have themselves been 
tacit confidence-building measures."!9 At the same time, it is hardly real- 
istic to hope for an early cessation of the conventional arms race. The 
strong naval presence of the United States in East Asia will persist, and 
Japan and some other big states of the region will continue to increase 
their military arsenals. 

The situation on the Korean Peninsula will in all probability remain 
tense, though there are some encouraging signs of late (after the Seoul 
Olympics) such as a more businesslike approach by the governments of 
both the Koreas to the problem of negotiations, the desire expressed by the 
Soviet Union to develop economic ties with South Korea, the American 
decision to start some form of diplomatic contact with the North Korean 
government. One could also envisage a periodic rise in tensions between 
mainland China and Taiwan, in which the United States might become 
involved. The strife connected with nation formation and consolidation in 
ali probability will continue at the present or even increased level of inten- 
sity in many parts of the region, heavily taxing the resources, physical and 
moral, of the countries in which such struggle and conflict persists. Using 
these general evaluations as background, let us try to examine in more 
detail the possible strategies and policies of at least the main actors. 


10. Trevor Findlay, "North Pacific Confidence-Building: The Helsinki/Stockholm Mod- 
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| Strategies of the Main Actors 

The basic goals of the United States in the region for the next 10-15 years 
will be to preserve the status quo, viewed in Washington as generally 
favorable for the United States, and to try to block the development of 
adverse tendencies, among which American politicians and strategists 
would count the increase in the influence of the Soviet Union and China, 
the rise of nationalism in Japan, and the spread of antinuclear sentiment 
and corresponding measures, such as the attempts to demilitarize the In- 
dian Ocean.. For Washington the optimal situation would mean preserva- 
tion of the American-Japanese security alliance and the pro-American 
political orientation of Japan, keeping the military bridgeheads in the 
northwest Pacific (in Japan and South Korea), and the continued “projec- 
tion" of U.S. naval forces toward Soviet shores. It would strive to preserve 
normal, even friendly relations with the PRC in a situation characterized 
by further improvement of Sino-Soviet relations, while seeking new effec- 
tive economic and political “levers” to influence the policies of China. At 
the same time, the United States government will be interested in stimulat- 
ing some level of tension in this part of the world “sufficient” to drive 
military buildup in Japan and to keep both China and the Soviet Union in 
a state-of apprehension. Evidently, despite the process of general normali- 
zation of Soviet-American relations, the United States will not be ready 
soon to forego the policy of putting pressure on the eastern flank of the 
Soviet Union, which is explicitly aimed at complicating Soviet security 

problems. | 
The main goal of Japan will be to use with maximum effect its new 
economic and technological potential to increase its influence and improve 
its position in the Asian-Pacific region in general. It is impossible to disa- 
gree with various economic projections predicting that by 2010 Japan (as 
well as China) will have the economic capacity to act as a major world 
power. Some even predict that Japan will become number one economi- 
cally at the beginning of the next century. This new economic might will 
inevitably lead Japan into economic conflict with the United States. And if 
. now the main areas of economic competition between the two countries 
are their home markets, it is easy to foresee the occurrence of very aggres- 
sive competition between the two in Asian markets in general. It is signifi- 
cant that the trade turnover between Japan and China is more than twice 
as big as the volume of trade between the U.S. and China. And with all 
the necessary research and proper organizational measures being pursued, 
the Japanese at present are in a much better position than the United 
States to develop further the potentially tremendous Chinese market. The 
same can be said about other Asian markets. The financial competition 
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between the two countries is already worldwide. By the end of the century 
China, evidently, will also become an important trade competitor. To- 
gether with the export input of NICs, the situation in trade of high tech- 
nology goods will become quite tense and will require some very tough 
regulations from GATT or some regional organ to avoid a full-scale trade 
war. On top of that—as Paul Kennedy says—it will be very difficult for 
Japan in such a situation to remain a mere “trading state... . As other 
nations have discovered in the past, commercial expertise and financial 
wealth sometimes no longer suffice in the anarchic world of international 
power politics."!! 

Taking into account the possibility of more or less easy transfer of the 
achievements of civilian industries to military application, one could not 
exclude the probability of a qualitative jump in Japanese military might, 
which would drastically change the politico-military environment in the 
region, if not in the world. It is interesting to note that both possible paths 
of Japanese development are considered in Washington as potentially dan- 
gerous, inimical to U.S. interests and position in the area and worldwide. 
A very well-known assessment of long-term world trends produced by a 
special U.S. commission at the beginning of 1988, underscores that “a 
world with three or four major, global military powers would confront 
American strategic planners with a far more complicated environment 
than does the familiar bipolar competition with the Soviet Union.” !2 

In the foreseeable future, say until the end of the century, Japan will in 
all probability adhere to the conditions of its security treaty with the 
United States, and will increase to a certain extent its military cooperation 
with the United States. Such cooperation will allow Japan to devote some- 
what less attention to the military buildup and to continue to improve and 
increase its instruments of economic and technological influence, without 
meeting such strong U.S. resistance to Japan’s economic expansion in Asia 
(because it is presumed the U.S. will be in a way contained by the readiness 
of Japan to cooperate with it in the military sphere). 

There are two other factors that mitigate financial and economic compe- 
tition between Japan and the United States in Asia. First is the possibility 
for Japan to invest in the U.S., to start joint ventures there with American 
companies. Such an opportunity muffles the Japanese thrust in other di- 
rections. Second is the fact of the very large and widening trade surpluses 
of Japan with the United States. This can be viewed as a kind of compen- 
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sation the United States pays Japan for the latter to behave more in con- 
formity with'U.S. desires in Asian markets and to provide economic aid to 
some Asian countries parallel with U.S. military aid. But these two factors 
are hardly enduring, and the moment they change the economic contest 
between Japan and the United States will be exacerbated. On top of this 
there exists huge potential for the clash of U.S. and Japanese interests in 
‘the struggle for the benevolence of China. At some point the Japanese 
military buildup might slip out of U.S. control, and Washington will have 
very limited means to restore it. That explains why most knowledgeable 
American experts in the field of U.S.-Japan relations urge the American 
leadership to be extremely cautious in regard to Japanese rearmament. 

As to future relations between Japan and the Soviet Union, the potential 
for stronger ties is great, but whether this potential will be realized is at 
this moment uncertain. One has to admit frankly that the key to the posi- 
tive development of these relations is currently in Soviet hands. Generally 
Speaking, the evolution of Japanese policies in the foreseeable future is one 
of the most difficult elements of the situation in the Pacific region to fore- 
cast. ` 

Turning to the People's Republic of China, it is safe to predict that its 
government, up to the end of this century at least, will concentrate on the 
continuation of economic reforms that would make China a real super- 
power at the beginning of the next century. The degree of further success 
in modernizing and developing the Chinese economy will be the most im- 
portant factor influencing the behavior of the PRC in the international 
arena. There will be further progress in the betterment of Sino-Soviet rela- 
tions, although China, evidently, will try to keep equidistance between the 
U.S. and the USSR. The situation on the Soviet-Chinese border will im- 
prove still further to the satisfaction of both sides, which will deny to third 
parties the possibility of playing on the military tensions along the border. 
The withdrawal of Soviet troops from Afghanistan, which will be followed 
by the withdrawal of Vietnamese troops from Kampuchea, will definitely 
influence the foreign policy outlook of the PRC by alleviating its major 
concerns and creating conditions for some joint efforts by the nations of 
South and Southeast Asia to enhance stability in both these regions. 

Of course, progress in solving the problem of the peaceful reunification 
of Taiwan with the PRC will have a significant influence on China's for- 
eign policies, as well as the foreign policy attitudes and positions of Japan, 
the United States, India, and the countries of ASEAN. The political and 
economic role of China in the Asian-Pacific region will grow, though on 
the economic side it is doubtful that in the period under consideratión the 
,PRC would pose a challenge to the U.S. or Japan.as an exporter of high- 
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technology products. At the same time, it is clear that no plans or schemes 
for Pacific-wide economic or other organizations will have a chance to suc- 
ceed if they are opposed by the PRC. 

As to the Soviet Union, its goals in the area might be described as fol- 
lows: 

1. To accelerate the economic development of Siberia and the mari- 
time provinces of the country. In accordance with the Long-Term State 
Program of Economic Development of the Soviet Far East Until the Year 
2000, capital investment into the region’s economy will be 2.4 times 
greater than that for the previous 15 years. The emphasis will be on in- 
vestments in the development of the social sphere, i.e., the improvement of 
service industries and the building of houses, schools, hospitals, cultural 
facilities, and so on. There also will be greater emphasis on the develop- 
ment of modern high-tech industries in the region. As part of the plan for 
acceleration of the economic development of the Soviet Far East, the open- 
ing of special territorial "zones for joint ventures” is being considered. 
These zones will have preferential customs’ duties and special licensing 
and taxation regimes to attract foreign business. The local enterprises will 
have the right to sell on foreign markets directly, without any authoriza- 
tion from above. As has been underscored by General Secretary Mikhail 
Gorbachev in his speech in Krasnoyarsk in September 1988, the Soviet 
authorities are.ready to take practical steps to implement the ideas and 
schemes for tripartite economic activities in the region, involving Soviet, 
Chinese, and Japanese firms or enterprises. 

2. To work for peace and stability in the Asia-Pacific region, proceed- 
ing from the premise that this is first and foremost the business of Asian 
countries themselves. The basic outline of the Soviet Union’s approach to 
enhancing security and stability in the region has been formulated in the 
two well-known speeches by Mikhail Gorbachev in Vladivostok in 1986 
and in Krasnoyarsk. The Soviet Union has advanced a wide program for 
action: to settle regional conflicts, to stop proliferation and accumulation 
of nuclear weapons in this part of the world, to limit the activities of the 
navies and, in general, military presence in the waters of the Pacific and 
Indian oceans, to radically cut conventional armed forces and armaments 
in the region, to decrease military confrontation in the areas where the 
coasts of the USSR, PRC, Japan, DPRK, and South Korea converge by 
freezing and proportionally cutting the levels of their naval and air forces, 
to implement measures aimed at preventing accidents on the open sea and 
airspace on the model of the already existing Soviet-American agreement 
of 1972 on the prevention of incidents on and over the high seas and the 
tripartite agreement between the USSR, Japan, and the U.S. on enhancing 
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the security of air traffic over the North Pacific.: The Soviet Union pledged 
not to increase its nuclear weapons in the region and called on the U.S. 
and other nuclear powers to do likewise. 

3. To work for improvement of relations with all countries of the re- 
gion, to increase the dynamism of bilateral and multilateral relations, to 
strive to persuade other powers to create some mechanism for discussing 
various proposals and suggestions relating to the security of the Asian- 
Pacific region, to try to involve the representatives of military establish- 
ments in constructive discussions of regional security problems. One could 
begin by organizing a meeting of military representatives of countries with 
significant military potentials. 

Moscow understands that, with all the tremendous diversity of the na- 
tions of Asia and the Pacific, it is not easy to ackieve some comprehensive 
settlement on the model of the Helsinki accords, although some European 
experience is relevant in the context of Asia and the Pacific as well. So the 
main avenue for improving the regional situation is implementation of 
confidence-building measures on bilateral or local bases. Proceeding from 
this premise, the Soviet Union is actively promoting better understanding 
and relations, not only with the big powers of the region but is striving to 
strengthen its relations with all the countries, including ASEAN and the 
countries of Latin America bordering on the Pacific. —— 

4. To promote and contribute to economic interdependence of the na- 
tions of the region. To the politics of bloc-building and division of the 
region into closed economic groupings, the Soviet Union contrapositions 
clear alternatives: greater dynamism for bilateral and multilateral rela- 
tions and development of as widespread economic cooperation as is possi- 
ble. Of course, even with all the attention to the economic rejuvenation of 
the Soviet Far East and the general improvement of the economic per- 
formance of the nation, it will be long before there might emerge some 
Soviet economic challenge in Asia, but the Soviet Union is determined to 
take a more active part in the economic activities of the region, to contrib- 
ute more fully to the international division of labor, and to rely on eco- 
nomic interdependence. 

While the above discussion of probable strategies has been by necessity 
limited to a review of those of the main powers of the region, it is impor- 
tant to stress the role of the other countries in the development of the 
regional situation. And if one proceeds from the assumption that a big 
war in the region is hardly a likely event in the next 10-15 years, then the 
role of the smaller nations becomes even more important. For as current 
examples indicate, their main foreign policy instrument will not be mili- 
tary hardware, nor economic leverage, but the instrument of peace. In a 
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condition of mass aversion to war, of universal condemnation of imperial 
policies, of rising hopes for better living standards, of rapidly growing op- 
position to the presence of foreign troops, the examples of success of the 
policies of noninvolvement and nonalignment will be more contagious and 
difficult to discredit. The smaller countries of the region, struggling 
against economic hardships and striving to catch up with the more suc- 
cessful among them in economic development, will become serious polit- 
ical and moral obstacles on the pathway of those who would cling to big 
stick policies, to threats, intimidations, and employment of arms even for 
"limited" purposes. 

Thus, against a background of positive, cooperational, integrational 
trends in other parts of the world, and the further normalization of rela- 
tions between the great powers—all occurring in conditions of a tremen- 
dous increase in the spread of “instant information”—it will become more 
and more difficult for anyone not to reckon with the new mood in the 
world at large and in the Pacific. 





THE USSR AND THE SECURITY OF 
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The role of the Asia-Paciic Region (APR) in the 
world grows with every passing year. Its part in the system of interna- 
tional relations hinges on several factors. First, it is in this sphere that the 
interests and borders of not only the two biggest world powers—the USSR 
and the U.S.—come into contact with each other politically and territori- 
ally, but also those of China and Japan, whose part in world politics grows 
more and more important. Second, the region’s role in the world economy 
has tangibly increased. At present the volume of the region’s industrial 
output accounts for about half the output of the capitalist countries. 
World industrial production keeps increasing, mostly due to the expanding 
economies of such countries as Japan and Australia, as well as the so- 
called new industrial states such as South Korea, Singapore, Hong Kong, 
and Taiwan. Third, the possibility of direct Soviet-American military con- 
frontation has grown in the region. The striving of the United States to 
guarantee its military superiority over the USSR there, both by building up 
its own military potential and through strengthening all kinds of military 
blocs and alliances, has broadened the race in both conventional and nu- 
clear arms. . 

The USSR, the largest country in the Asia-Pacific region, is making ef- 
forts to guarantee equal security of the countries in the region, and to ac- 
complish the tasks involved in disarmament on the basis of collective 
efforts. For the Soviet Union, security guarantees in the APR represent a 
problem involving a combination of political, military, and economic is- 
sues. The inability to present the USSR today as an “alien element" in the 
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region's political life is revealed not only by the fact that one-third of Asia 
is within the geographical limits of the country, but also by the attention 
paid in Soviet policies to that vast and dynamically developing area of the 
world. In 1916 V. I. Lenin said that Russia geographically, economically, 
and historically belonged not only to Europe but also to Asia. However, 
for long years Moscow treated the Far East as a distant place, so that its 
development lagged behind that of the central areas of the USSR; at the 
same time minimum attention was paid to the Asia-Pacific sphere in Soviet 
policy making. Attempts to revise our foreign policies, the place of the 
Soviet Union in the world, and the development trends in the world com- 
munity—i.e., what is known as the new political thinking—raised the issue 
of turning our foreign policies toward the Pacific Ocean. Institutionally, 
that policy was formulated by Mikhail Gorbachev in his statement in Vla- 
divostok in July 1986. It clearly showed that all our achievements in the 
European or American area will never create prerequisites for shaping a 
full-fledged foreign policy if we fail to tap opportunities to intensify the 
Asia-Pacific line of Soviet diplomacy. 

The Vladivostok program, as developed in Gorbachev's speech at Kras- 
noyarsk, outlined the development trends in Soviet policies in the region. 
It can be stated now that tangible changes in the relaxation of tension there 
have been brought about by the policies pursued by the USSR and its allies 
in the APR. More concretely, Soviet troops were withdrawn from Af- 
ghanistan on the basis of the Geneva Accords, a portion of the Soviet 
troops have been withdrawn from Mongolia, and there is palpable progress 
in achieving a settlement of the situation around Kampuchea. The past 
two years have witnessed meetings of the leadership of the USSR and the 
APR countries, as well as a substantial improvement in Soviet-Chinese 
relations. A positive influence upon the situation in that region was ex- 
erted by the relaxation of tension in the USSR-U.S. relationship as a result 
of four summit meetings. The principle of “double global zero," eliminat- 
ing the Soviet intermediate-range missiles in that part of the world, was the 
most tangible result of the process. 

Meanwhile, many ideas underlying the “Vladivostok program" still re- 
main at the level of catchwords. The “hot” and potential regional conflicts 
still bar the way to the region's security, the building up of nuclear weap- 
ons goes on, and the region remains a testing ground for nuclear weapons 
and for missiles. The launching of the Soviet-American dialogue on con- 
trol over sea-based cruise missiles gives rise to but moderate optimism con- 
cerning the opportunities for a reduction of naval activity in the Pacific 
Ocean, while Soviet proposals concerning confidence-building steps and 
the non-use of force in the region, as before, trigger no wide response. 
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While in Europe and in global Soviet-American relations serious strides 
have been achieved in armaments control, and a mechanism exists for talks 
and for verification of the implementation of accomplished agreements, in 
the Pacific this process is practically nonexistent. A specific threat to re- 
gional security is posed by the naval aspect of the arms race, dominating 
here due both to a certain degree of autonomy cf a naval force in making 
decisions, and to the diversified nuclear weapons used by the navies. 
While assessing the military confrontation in the Pacific Ocean, former 
U.S. Navy Secretary John Lehman said that whoever shoots first will have 
a chance to win. An example of such a “trigger happy" approach was 
evident in July 1988 when an Iranian airliner was shot down by a U.S. 
destroyer. 

Assessments of the military-political situation in the region by — 
and our U.S. opponents are full of contradictians. The Soviet Union is 
obviously concerned over the growing arms race, as demonstrated by di- 
versified proposals on various forms of limiting naval activity in the Pacific 
and Indian oceans. In the meantime, no complete data have been adduced 
(in publications at least) on the Soviet military potential in the Asia-Pacific 
region, although similar data for the European theatre have been published 
more than once. Indeed, without reliable and complete data on the nature 
and scale of the Soviet military deployment in the APR, all our proposals 
would be abstract and propagandistic. Moreover, both the U.S. media and 
serious U.S. academics fill in that vacuum often enough with data that 
frighten the American taxpayer. 

As to the United States, the thesis about “Soviet naval niai 
the Pacific is widespread on the one hand, while on the other we witness a 
complete unwillingness to hold a constructive diaiogue on the limitation of 
arms in that area, which would seem to pave the way to elimination of the 
asymmetry in U.S. ideas concerning the correlation of forces in the region. 
According to Robert A. Scalapino, a serious researcher of Asian problems, 
the USSR's Pacific fleet—the largest in the Soviet navy—comprising 825 
vessels with an aggregate tonnage of 1.7 million tons,—is "confronted" by 
the U.S. 7th Fleet of 650 naval vessels and the 3rd Fleet of 150 ships and 
auxiliary vessels.! 

The real situation is a very far cry from such ideas, which regrettably 
are widespread. In 1983 the aggregate tonnage of warships of all fleets was 
4.5 million tons for the U.S. and 2.6 million tons for the USSR, the 
number of surface ships of major classes being 143 and 112 units, respec- 
tively. So far as the Pacific theatre is concerned, tne United States has two 


1. Robert A. Scalapino, Major Power Relations in Northeast Asia (New York: The Asia 
Society, 1987), pp. 58-62. 
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nuclear-powered aircraft carriers, four conventional carriers, two modern- 
ized battleships, six helicopter carriers, five nuclear-powered guided-mis- 
sile cruisers, 13 guided-missile cruisers, 29 destroyers, and 47 frigates. The 
aggregate tonnage of the U.S. surface naval vessels is about three times 
that of the Soviet ships. The Soviet Union has more submarines of all 
types, but the number of U.S. and USSR nuclear submarines in the Pacific 
(with the exception of SSBNs, which are in the framework of START ne- 
gotiations) is equal. At the same time, the U.S. advantage in the Pacific in 
amphibious ships is 2.5 times, in marines 27 times, in air-carrier based 
aircraft 10 times, in surface combatants 3 times. The Soviet surface navy 
forces are mostly of short-range type and intended for defense. 

As has been noted, the USSR more than once proposed to consider lim- 
iting naval activity in the region, but none of our initiatives in this respect 
has been positively responded to by our opponents. Obviously, that is re- 
lated to the quantitative and qualitative advantages the U.S. naval force 
possesses in that region. There is a hypothesis that the U.S. is just not 
interested in talking to us on the subject of security of the Pacific Ocean 
since Washington is satisfied with its position in that region and does not 
want to change anything. The hypothesis does not look convincing since 
under the absolute U.S. domination in the region the relative lowering of 
American opportunities there goes on. The resistance of the allies for 
whom the Reagan administration’s anticommunist confrontation has dra- 
matically narrowed the opportunities for political maneuvering, the eco- 
nomic challenge of Japan and the “new industrial states,” the vague 
situation in the Philippines and South Korea, and the growth of the “nu- 
clear allergy” in the South Pacific are seriously aggravating Washington’s 
military, political, and economic opportunities. More than that, if both 
countries are serious about START progress, it means that 50% reduc- 
tions of strategic weapons will inevitably involve the Pacific navies. 

It seems that the Soviet Union has far from used all opportunities to 
draw the U.S. into a serious dialogue on regional security and arms reduc- 
tion. After all, in Europe no serious talks could be held during the prepa- 
rations for the Helsinki Conference until the Soviet Union proposed an 
agenda that was interesting and beneficial not only for us but for others as 
well. We advance no program of that kind for the Pacific area. Our pro- 
posals to spread the confidence-building measures to the Asia Pacific re- 
gion, acceptable for all in our view, are approached by the U.S. as 
unilaterally advantageous for the USSR. Therefore, in Asia just as in Eu- 
rope where we managed to draft a mutually acceptable agenda, we should 
offer to the American side a package that would include both of our inter- 
ests and priorities. We could discuss the system of crisis settlement in the 
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region, as well as the security of sea lanes or cultural and humanitarian 
contacts. The actual search for mutual concessions in the military sphere 
is a prerogative of military experts, but without halting the growth of 
armaments in the region, we obviously will be tahke to find the key for 
security guarantees. 

It seems to me that we could begin with maine military doctrines 
and national interests, both so far as the assessment of their sufficiency and 
compatibility are concerned, and on the level of their comparison within 
the system of Soviet-American relations, including the trends in military 
expenditures. We have to formulate more clearly our military doctrine in 
the APR, and base on that our own “package” of proposals. In the global 
context of disarmament, it is possible to think about unilateral or mutual 
elimination of advantages that both sides undoubtedly have (e.g., tanks for 
ships). U.S. experts’ analysis of the Soviet proposals already advanced 
could show to us the bottlenecks involved, and possibly ways for their- 
modification with due account taken of mutual interests. As important for 
us are the American concepts of armaments control in the Asia-Pacific 
region. 

We should always keep in mind that disarmament—or at least the set- ` 
ting up of real barriers in the way of the arms race—based on principles of 
equality and equal security is a cardinal problem in guaranteeing global 
and regional security. In the early 1970s the USSR and the U.S. provided 
juridical obligations for adhering to such principles. Thé guidelines for 
relations between the USSR and the U.S., signed on May 29, 1972, state 
that recognition of security interests based on the principle of equality as 
well as renunciation of the use or threat of force are the necessary pre- 
requisites for the maintenance and consolidation of peaceful relations be- 
tween the two nations. The document also pointed out that attempts by 
one side to gain unilateral advantages, direct or indirect, at the expense of 
the other are incompatible with such goals. The curbing of the arms race 
in the region is inseparable from the settlement of conflict situations and 

from the development of bilateral and multilateral relations in the APR. 


Deblocking the Korean Conflict 
The military-political tension on the Korean Peninsula remains a most 
acute threat to the region's security. Along with North and South Korea 
the conflict here involves the United States, an ally of Seoul; the Soviet 
Union and the PRC, which maintain allied relations with the government 
` of the Democratic People's Republic of Korea (DPRK); and indirectly (as 
an ally of the U.S.), Japan. Although the USSR and the U.S. are “on 
opposite sides of the barricade,” it is a common point for both of them, just 
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as for the PRC and Japan, to avoid having the conflict on the peninsula 
turn into a military clash. Mutually acceptable efforts to deblock the con- 
flict are possible on the basis of a thorough understanding of that political 
reality and in conditions of widening economic and humanitarian contacts 
between the USSR, the U.S., Japan, and the PRC on the one hand, and the 
two Koreas on the other. 

The Soviet Union supports such DPRK proposals as those to turn the 
Korean Peninsula into a nuclear-free zone; to reduce the armies of the 
North and the South in 1988-1992 down to 100,000 officers and men, ac- 
companied by an appropriate stage-by-stage evacuation of U.S. troops and 
nuclear armaments from South Korea; and to hold talks among the 
DPRK, the U.S., and South Korea, and military-political talks on a high 
level between the two Koreas. Worthy of serious attention are proposals 
of both sides to hold a North-South dialogue on the level of parliamentari- 
ans. 

In spite of the multitude of serious proposals and interesting initiatives, 
the process of reducing tension on the Korean Peninsula is extremely slow. 
Much in that sphere depends on the “outside” participants in a Korean 
settlement. The time seems to be long ripe for convening an international 
conference on Korea, which could be attended by all interested sides in- 
cluding both Korean states. Taking into consideration the tension in rela- 
tions between the DPRK and South Korea and both sides’ apprehensions 
concerning the possibility of aggression, the conference could discuss a 
stage-by-stage settlement of the military situation on the peninsula, guar- 
anteeing security for both sides in the process of fulfilling such a plan. The 
issue of international guarantees to avert a military conflict could be con- 
sidered within the framework of such a discussion. 

To provide guarantees for that goal in the primary stage, the USSR, the 
U.S., the PRC, and possibly some other countries could act as guarantors 
of a treaty on the nonuse of force between the DPRK and South Korea. 
For the second stage, the limitation and subsequent end to military aid to 
the Korean states could be considered, as well as the establishment of an 
international commission with the participation of both Koreas to avert a 
surprise attack and the elaboration of a system of military confidence- 
building steps. The third stage would include the setting up of buffer areas 
on both sides of the demilitarized zone, with the withdrawal from there of 
all types of offensive and nuclear weapons and the banning of military ma- 
neuvers. The fourth stage could stipulate a balanced reduction of troops 
by the DPRK and South Korea, and a gradual withdrawal of U.S. military 
units from the peninsula. Parallel with the implementation of that plan 
and linked to it, the governments of both Koreas could continue discussing 
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the development of inter-Korean relations, as well as national reconcilia- 
tion and unification of the country. ` 

One way of strengthening the dialogue could be development of inter- 
Korean economic cooperation, the various aspects of which and particu- 
larly the forms of participation of the guarantor countries could be dis- 
cussed by an international conference. Such cooperation is most 
promising, more so since interest in it is there on both sides of the 38th 
parallel. According to Seoul economists, an “integrated” Korea could by 
the year 2000 increase the GNP of the North and the South up to $360 
billion, whereas with the current situation persisting the aggregate GNP of 
both parts of Korea would only amount to $260 billion. Big joint projects 
in such fields as the use of natural resources, fishing, and agriculture, plus 
the possible participation of the USSR, the U.S., the PRC, and Japan in 
such projects could greatly promote the strengthening of not only eco- 
nomic but also military-political stability on the peninsula. 

The deblocking of the Korean conflict would contribute to the establish- 
ment and intensification of relations between Moscow and Seoul, and be- 
tween Pyongyang and Washington. It is difficult to forecast now what 
forms such contacts could assume and what kind of consequences they 
would entail, but their need is obvious and the Soviet Union has already 
declared its readiness to do this. Cross relations would not only create 
prerequisites for a wider dialogue among all participants in the Korean 
process but would also bring about more beneficial conditions for inter- 
Korean talks. Progress in Soviet-American mutual understanding con- 
cerning the Korean issue could pave the way for discussing the establish- 
ment of a nuclear-free zone on the Korean Peninsula, as well as for 
spreading the “European” and Soviet-American agreements on arms con- 
trol to the Asia-Pacific region. With the improvement in Soviet-American 
relations, the possibility of reaching agreement on security on the Korean 
Peninsula assumes specific importance. It is right there—if the process of 
reduction of military tension and limitation of arms shipments is bilateral 
(i.e., Soviet-American at least)—that the Soviet proposals on guarantees 
for confidence-building steps in the APR could be concretely addressed. 

Taking into account the internal political changes in South Korea, a 
policy of widening contacts would seem to be most appropriate and timely. 
A USSR-South Korea dialogue would help consolidate the position of 
democratic forces in the country, and would pave the way for broadening 
the North-South dialogue. The Soviet Union would gain in South Korea 
an important commercial and economic partner, and one strongly compet- 
ing with Japan, which has in fact monopolized economic relations with the 
Soviet Far East. Also highly important is the possibility of getting the 
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latest in technologies from South Korea, the more so since the Seoul lead- 
ership does not conceal its interest in the development of trade and eco- 
nomic relations with the USSR. 


Moves Toward a Kampuchean 

Settlement 
The “Kampuchean problem” remains a most complicated and persistent 
one, which to a great extent hinders the development of Soviet-Chinese 
relations and the relations between the USSR and the ASEAN countries. 
China keeps linking the broadening of its contacts with the USSR, above 
all, with the withdrawal of Vietnamese troops from Kampuchea, a policy 
which must be dictated by the following two considerations: first, by the 
preservation of certain (though indirect) contradictions with the USSR, to 
be used in China’s relations with the West; and second, by China’s adher- 
ence to the principle of renunciation of interference by one socialist coun- 
try in the internal affairs of another. 

As for the ASEAN countries, their approach not only to Vietnam but 
also to the Soviet proposals concerning guarantees for security in the APR 
is directly related to the withdrawal of the Vietnamese troops from 
Kampuchea. Meanwhile, both China and the ASEAN countries link the 
solution of the Kampuchean problem with the economic and military 
assistance of the USSR to Vietnam. 

The situation around Kampuchea has recently become more lively. The 
position of Kampuchea’s leadership has been softened to a great extent, 
and Phnom Penh expresses readiness to hold talks on the establishment of 
an independent and democratic Kampuchea with a “coalition govern- 
ment” but without Pol Pot and persons from his closest entourage. The 
position of the PRC also grows more flexible. Unity is beginning to show 
at least on one issue—i.e., that no one, including China, is interested in Pol 
Pot’s men coming to power. In fact, the contradictions boil down to the 
share of influence of Vietnam, China, and the ASEAN countries in a fu- 
ture Kampuchea. Perhaps there are real prerequisites for convening an 
international conference on Kampuchea without preliminary conditions 
and attended by all interested sides. The initiative to hold such a confer- 
ence could originate from the Soviet Union, as this would promote its con- 
solidation as an influential and prestigious participant in the Pacific 
community. Solving this problem would also promote the strengthening 
of relations between the USSR and the ASEAN countries. Meanwhile, an 
active and positive Soviet role in the development of the situation seems to 
be important as well. 
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USSR-Japan Relations 

Progress in Soviet-Japanese relations is also possible. Their development is 
presently blocked in many spheres by the complicated Soviet-American 
relationship, for Japan, faced with problems of its own that have piled up 
in its relations with Washington, tries to be a model ally, at least in sup- 
porting the anti-Soviet policies of the U.S. Therefore, even slight progress 
toward positive cooperation in Soviet relations with the U.S. in the Pacific 
region will be quickly noted in Japan. That will create an atmosphere 
more beneficial than now for a serious dialogue between the USSR and 
Japan, without, however, doing away with all the barriers blocking their 
relations. Much depends in this case on the flexibility of the Soviet ap- 
proach to Japan, and on the possibility of rejecting the now entrenched 
stereotypes of our foreign policy thinking. A well thought-out and timely 
set of friendly gestures toward Tokyo could open up new opportunities for 
improving relations between the two countries. 

Perhaps we could offer the Japanese (within the framework of our pro- 
posals on confidence-building steps in the APR) a number of agreements 
that could be solved unilaterally, or even better, on the basis of a compro- 
mise. For instance, the prerequisites could have ripened for discussing si- 
multaneous demilitarization of the border regions. Even symbolic gestures 
in limiting our military activity in the areas bordering on Japan could cre- 
ate an appropriate climate for discussing such steps as, for example: 
(1) demilitarization of the South Kurile Islands in exchange for Japanese 
guarantees of renunciation of mining three straits in the Sea of Japan, 
which in our view is a related problem; (2) agreements on notification of 
maneuvers, and on invitation of observers to watch maneuvers; (3) our 
support of Japan (along with India) as a permanent member of the UN 
Security Council in exchange for its positive response to some of our peace 
initiatives in the APR; and (4) a drastic increase in the level and volume of 
economic cooperation, including large-scale participation of Japan in the 
development programs for the Soviet Far East. 

As to the “Northern territories," from my point of view, as a first step it 
would be quite acceptable for the Japanese side were the USSR to ac- 
knowledge that the problem was still there, but discussion of the issue 
could only be launched when a higher level of relations was achieved be- 
tween our two countries. 


USSR-China Relations 
Speaking about a sum of foreign policy factors determining the deis of 
activization of Soviet presence in the APR, we should add the set of 
Soviet-Chinese relations to the key aspects considered earlier. We have 
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said that the development of these relations was in many ways related to 
the settlement of the “Kampuchea problem” (and we have achieved some 
progress on this matter), but that there exist several other factors influenc- 
ing the process. Obviously, the return to “monolithic” Soviet-Chinese re- 
lations is not on the agenda. However, there are reserves on both sides for 
the development of normal interstate relations. 

In all Soviet initiatives concerning the stabilization of the situation in 
the APR we inevitably keep in mind the "Chinese factor" because, taking 
into account the influence of China in the region, their implementation 
would be impossible without at least the “tacit consent" of the PRC. Per- 
haps it is high time for the PRC to provide us with confidential informa- 
tion on all serious global agreements with the U.S. and on talks concerning 
the Pacific region. A similar practice of informing the PRC could be ap- 
plied to Soviet relations with Japan. The development of our relations 
with the PRC could also be promoted by the intensification of talks on a 
mutual withdrawal of troops from the Soviet-Chinese border areas. 

Wide opportunities for Soviet-Chinese cooperation open up within the 
framework of the political and economic reforms underway in both coun- 
tries. The PRC manifests a thorough interest in Soviet reforms and in our 
support of the reforms in China, since the value of ideological support on 
the part of a socialist state increases severalfold under the growing West- 
ern influence upon that country's economy. On the other hand, we are 
still too hesitant to use even information about reforms in the PRC to 
accelerate perestroika in our own country, to say nothing of the experience 
of the PRC. Economic relations with the PRC could be used more widely 
for the development of the Far East, including the use of Chinese experi- 
ence and assistance in organizing special economic zones. 

As to confidence-building measures, we could include the PRC in the 
sphere of their activity. For instance, we could propose to China agree- 
ments on mutual notification about military maneuvers, exchanges of ob- 
servers during maneuvers, about the limitation of the number of troops 
taking part, and so on. We could, without waiting for the withdrawal of 
troops from border areas, suggest to the Chinese side mutual inspections in 
areas along the border. Although intensification of the Soviet political and 
economic presence in the APR depends on ourselves to a greater extent 
than other issues involved in the implementation of the Soviet program of 
comprehensive security in the APR, its solution seems to be most compli- 
cated. The economic aspects of guarantees for security in the region are 
among the key factors. Any guarantees of security would be unreliable 
without economic stability and economic progress, including foreign eco- 
nomic relations. From the Soviet point of view, there are two aspects to 
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the search for ways of guaranteeing economic stability in the region: inter- 
nal economy issues (above all those of developing the economic potential 
of the Far East); and the creation of prerequisites for development of the 
foreign trade potential, including the search by the Soviet Union for a 
place in the now formed system of world econcmic relations in the APR. 


Development of the Soviet Far East 

The July 1986 statement by Mikhail Gorbachev in Vladivostok is usually 
considered to be the point of departure for the Soviet Union's decision “to 
face the Pacific Ocean." However, attention is mostly focused on the dis- 
armament aspects of the statement. Without in any way belittling the im- 
portance of such problems, I would like to note that a major part of the 
statement was devoted to economic perestroika and the development of the 
Soviet Far East. It was noted that the Far East was traditionally ap- 
proached as an outpost of the country in the Pacific Ocean. And that is 
absolutely right. But today such an approach can no longer be sufficient. 
The Primorye (maritirne territory) and the Far East must be turned into a 
highly developed national economic complex. Ia July 1987 a “Long-Term 
State Programme for Complex Development of Productive Forces in the 
Far Eastern Economic Area, Buryatia and the Chita Region until the Year 
2000" was adopted. An overall development of that region must not only 
guarantee its contribution to the economy of the USSR but also create 
prerequisites for our economy's integration into the structure of the rap- 
idly developing Asia-Pacific world, in the direction of which the center of 
the world economy, and possibly politics, is moving. 

What is the point of departure for the implementation of the program, 
and what about the economic development level of the Soviet Far East? 
Regrettably, there have been more problems than accomplishments up to 
now. Until recently the economic development rates of Siberia and the 
Far East were slowing down, while the region's share in all-Union produc- 
tion was decreasing instead of growing. Raw material mining accounts for 
up to 30% of the volume of the region's industrial production, and the 

_ degree of processing such materials remains extremely low. Moreover, the 
striving to use only the richest deposits, plus outdated technologies, en- 
tailed a situation where losses of useful components accounted for more 
than two-thirds of the volume of the ores mined. Because of the low prices 
for raw materials in the 1960s and 1970s, the processing industry lagged 
behind, while in many parts of the region there was actual exhaustion of 
the mineral resources. Investments are still channeled to the maintenance 
of the achieved level of raw material production instead of creating a 
processing industry or other economic branches. 
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The eastern areas are substantially behind in solving social issues, above 
all in housing construction; hence, the high fluctuation of manpower. For 
example, 800 of every 1,000 people who move to the Khabarovsk Territory 
leave it. Ministries have preferred not to make large capital investments in 
the social and economic structure, especially since the cost of housing con- 
struction there is 100% to 200% higher than in central areas. The income 
level is still 20% lower than in the center. For many years wide use was 
made in the region of convict labor, since accommodations for 1,000 work- 
ers would cost 20 million rubles, while costs for convicts would be 20 times 
less. Hence, there developed a trend away from using effective techniques; 
four or five men can be forced to do the work that could be done by one 
operator of a machine. 

The one-sided orientation toward mining raw materials not only slowed 
down the region’s economic development rates but also limited economic 
relations between the USSR and the APR. At present the USSR actually 
lacks economic opportunities for becoming a full-fledged Asia-Pacific 
power; in 1986 its trade with the APR accounted for only 8% of the total 
volume of Soviet foreign trade (the Asian socialist countries accounting for 
nearly 5% of it), whereas the volume of U.S. trade with the region is larger 
than its trade with Europe and amounts to more than 30% of the U.S. 
foreign trade turnover. Unprocessed raw materials are still the basic ex- 
ports from the Soviet Far East to the APR. For example, the share of raw 
materials, fuel, and food makes up more than 70% of the exports to Japan, 
whereas the share of the output of the machine-building industry is less 
than 146. 

So how is it planned to solve the problems of economic development in 
the Soviet Far East? Judging by the Long-Term State Programme, the 
region is to make a breakthrough, developing at higher rates than the other 
regions of the USSR. It is planned that the Far East will increase com- 
modity output growth rates by the year 2000 by 140-150%, electricity 
output by 160%, output of oil and gas condensate by 210—28046, gas by 
620-830%, and so on; attention is being focused on development of the 
zone of the Baikal-Amur Railway; the volume of industrial production is 
to increase by 190% and the population by 70%. The expenses involved 
in the implementation of the program for the Soviet Far East alone will 
amount to 198 billion rubles, to be allocated from centralized capital in- 
vestments and also from enterprise funds, 30% of which will be spent on 
development of the social and cultural sphere where guarantees are stipu- 
lated that every family will get a separate flat or house by the year 2000. 
The program envisages a trebling of the region's volume of exports. 
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_ . ‘The implementation of the state program could really solve the issue of 
' the region's “double integration” —i.e., both meeting the requirements for 
` developing the Soviet economy, and paving the way for the region's partic- 
ipation in the system of international division of labor in the APR. But the 
quality of any program hinges on the realism of its implementation, not on 
planned final figures to be achieved in the "bright future." We have too 
often found ourselves driven by all kinds of figures and indicators that 
looked wonderful on the pages of newspapers and books but were never 
achieved. So we will critically analyze the program. 
Without going into a detailed economic analysis of the program, we 
must note some bottlenecks. The planned volume of housing construction 
alone, envisaging the building of more than 100 million square meters of 
floor space, will call for a volume of work worth 80 billion rubles, and that 
is without the expenses involved in establishing an up-to-date building 
materials industry (which would call for large investments). While each 
construction site in the Far East now is manned by an. average of seven 
workers, the growth of the volume of construction must call for closing 
down at least every second site. The export potential of the Soviet Far - 
East is to treble on the basis of the growth in raw material exports; mean- 
while, many raw materials are irreplaceable. Regrettably, one could ad- 
duce quite a few other examples of the incompetence of the program's 
authors. These facts are thoroughly discussed by Soviet economists and 
the public. The program, it is. evident, must be very seriously corrected, 
especially thé part concerning development of the export potential of the 
Soviet Far East. There has been too little progress in the implementation 
of the program for setting up joint ventures in the Far East. Only three of 
the 70 such deals involve the region, and two of those have been concluded 
with the participation of West European capital and are oriented to the 
European market. ee f : 
It is sufficiently clear now that without revolutionary and cardinally new 
approaches to the reorganization of the economy of the Soviet Far East, 
the USSR will be unable “to face the Pacific Ocean." Meanwhile, intensifi- 
cation of the existing foreign economic relations of the Soviet Far East as 
well as the establishment of new contacts seem to be steps of extreme im- 
portance. The suggestions made by Gorbachev in Krasnoyarsk include, 
among others, such measures as more flexible government attitudes toward 
direct contacts between producers in the Far East and foreign companies 
and more liberal taxation for private enterprises than in other parts of the 
country. An important role in such activities is assigned to the Soviet Na- 
'tional Committee for Asia-Pacific Economic Cooperation set up in 1988. 
One of its goals is to establish working relations with the Pacific Economic 


MIKHAIL G. NOSSOV 265 


Cooperation Conference (PECC). The USSR is already cooperating with 
PECC on fishing, power engineering, transport, mineral resources, and 
tourism. The intensification of our cooperation with this organization will 
be possible when the Soviet Union becomes a full-fledged member of it, 
capable of widening the opportunities for economic cooperation in the re- 
gion. 

As noted in the Krasnoyarsk speech, the USSR is thinking about crea- 
tion in the Far East of “special zones of joint ventures.” These zones 
could become an important form of developing Soviet export potential and 
a motive force for the intensification of our commercial and economic rela- 
tions with the APR. The experiences of other countries in this sphere 
show this form of international cooperation to be sufficiently effective in 
attracting foreign investments, using the latest in technologies, training 
manpower, and solving many social and economic issues. There are now 
more than 400 such zones in 80 countries that account for 10% of the 
volume of world trade, and this share is expected to reach the 20% level by 
1990. The time between deciding to start thinking about these matters and 
hard work on actual implementation should be as short as possible. 

The island of Sakhalin could be a natural candidate for such a zone. As 
an experiment, more liberal conditions could be created there for setting 
up joint ventures and for the activities of citizens who decide to engage in 
self-employment. As an island isolated from the mainland, a convertible 
ruble could be introduced, which would create prerequisites for attracting 
and keeping skilled manpower there. With favorable taxation, free remit- 
tance of profits, and a clear-cut juridical regime, such a zone could attract 
foreign companies as partners of Soviet organizations making diversified 
export products, from consumer goods to sophisticated technical items, 
while using Soviet Far Eastern resources. Companies from industrially 
developed capitalist countries could be attracted to organize “progressive 
assembly” of sophisticated technical goods in the zone (gradually substi- 
tuting components with those made locally). For example, “progressive 
assembly” of quality television sets, audio and video equipment, road- 
building equipment, lumber carriers and tip-up lorries, and other goods on 
the basis of advanced technologies (Japanese and American), gradually 
substituting locally made units and parts for imports, could be organized 
in “the area of export processing of produce." 

Development of machine-building on this basis and with due account 
taken of the requirements of the socialist and developing states of the Pa- 
cific region will make it possible to drastically increase the exports of So- 
viet Far Eastern machinery and equipment, substitute for part of such 
output now shipped from the Western areas of the USSR, and promote the 
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integration processes of the socialist countries of Asia as well as stronger 
relations with the developing states. These zones could also be used for 
developing foreign (and particularly Japanese) tourism to the Soviet Far 
East. Interest in participation in such zones has been manifested by the 
Japanese side in the Subcommittee on Trade of the Soviet-Japanese Com- 
mittee for Economic Cooperation, and by several American companies. 

In setting up such zones or districts, one must critically study the world 
experience, of course, and in particular the experience of the special eco-. 
nomic zones of the PRC. The development of Soviet-Chinese economic 
relations, and in particular the agreement reached on setting up joint ven- 
tures, paves the way for new forms of cooperation with the PRC. One 
such form could be that of jointly processing the raw material resources of 
the Soviet Far East (such as timber, fish and other seafoods, etc.) in special 
economic zones of the PRC for export to Japan and countries of Southeast 
Asia. Japanese, American, and Canadian companies could be drawn in, 
and this could provide funds for buying the necessary équipment and tech- 
nologies and to import the finished products. Now, however, mostly due 
to lack of manpower, materials, and funds, the USSR usually exports un- 
processed Far Eastern raw materials. A combination of the natural re- 
sources of the Soviet Far East, the labor force of the PRC, and the 
technologies of the industrially advanced capitalist countries of the Pacific 
region could produce an important effect both in purely commercial terms 
and in the development of multilateral economic cooperation in the APR 
with the active participation of the USSR. 

Interesting prospects for the development of the Soviet Far East could 
be opened up by the establishment of commercial and economic relations 
with South Korea. This requires a political settlement with due account 
taken of the situation developing around Korea and progress being made 
in DPRK-South Korea relations. But the appearance on our market of 
such a powerful partner, to say nothing of other advantages, could dramat- 
ically increase the competitiveness of our economic relations with the re- 
gion’s countries. 

Perhaps we should think much more about setting up social structures 
detrimental to the very term “far” as applied to our eastern areas. It seems 
we should work more actively to interest manpower in staying in the re- 
gion, and to leave enterprises’ profits in foreign currency at their disposal 
with the right to spend it not only on the modernization of production but 
also for social purposes; and it is high time to introduce special privilege 
tickets for traveling from the Far East to the central areas. 

Mikhail Gorbachev’s Vladivostok statement linked the task of intensify- 
ing our foreign policies in the APR with that of turning the Soviet Far 
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East into a highly developed national economic complex, stipulating the 
drawing of that area into the All-Union system and the international divi- 
sion of labor. It was also underlined that its economy should possess its 
own resources and scientific-production base, that there should be an opti- 
mal economic structure and a ramified social sphere. A sophisticated 
problem, it can still be solved if due attention is paid to it. Considering the 
Far Eastern issues in the context of the national interests of the USSR, one 
can see that without combining successes in the “western” and “eastern” 
spheres of our politics, it would be most difficult to guarantee both eco- 
nomic progress and global stability of international relations. 

Security in the APR calls for intensifying talks and for discussing di- 
verse principles and proposals. In the past few years the Soviet Union has 
more than once described its interpretation of the aggravation of tension in 
that region and its proposals on ways to move toward security guarantees. 
Soviet initiatives envisage neither unilateral advantages nor any conces- 
sions whatsoever on the part of the region’s countries. Our opponents 
have their own version of the development of the situation in the region, 
which boils down to attempts to blame the USSR and the socialist coun- 
tries for the aggravation of the arms race in that area of the world. Con- 
sidering that it is the U.S. policy, aimed at getting unilateral military 
advantages, that leads to a serious aggravation of tension in the region, the 
USSR nevertheless proposes that all Pacific states should multilaterally or 
bilaterally discuss steps for guaranteeing security and building confidence 
in the region. It is difficult to imagine that such a step could ever entail a 
further worsening of the situation: if the worse comes to the worst, the 
talks would produce no results, but at the best they would pave the way to 
a dialogue. Refusal to sit at the negotiating table only gives rise to new 
apprehensions and corroborates the old ones. 

The road to the beginning of European security talks has been difficult 
and complicated—and the dialogue could be more fruitful—but the agree- 
ments reached provide the basis for a continuing dialogue and spell a real- 
istic hope for stronger peace on the European continent. The Asia-Pacific 
region still lags far behind Europe, even in drafting a common approach to 
security issues, but time has long been ripe for a serious and fruitful dia- 
logue. If the socialist countries’ proposals for some reason or other do not 
suit our opponents, the USSR and its allies are prepared to hear out the 
realistic proposals of the other side. Truth is the daughter of debate, they 
say, but it would be better to argue over the negotiating table while it is not 
too late. 





U.S.-JAPAN SECURITY COOPERATION 
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The Promise of High-Tech Defense 
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A new effort to deal constructively with the trade and 
security dimensions of U.S.-Japan relations should be high on the foreign 
policy agenda of the Bush administration. The present extent and quality 
of politico-strategic cooperation offers no grounds for complacency. The 
possibility of moving beyond a muddling through in the security sphere 
rests in large part on more effective management of the presently strained 
economic relationship. Optimal economic cooperation demands an open- 
ing of Japanese markets as well as a program on the American side to 
address the budget deficit, low savings and investment rates, decreasing 
productivity, and a lagging education system. Yet within the context of 
these long-term economic considerations, the United States and Japan can 
begin to work immediately on improvement of the security relationship. A 
focus on cooperation in high technology would not only constitute pro- 
gress on its own merits but might also provide a model for future collabo- 
ration beyond the realm of security. 

Major economic and strategic developments during recent years evi- 
dence the growing tension between Washington and Tokyo. In 1987 the 
Japanese government enjoyed a trade surplus of $80 billion, while the 
American trade deficit climbed to $174 billion, of which nearly $60 billion 
was with Japan. In April 1987 the Reagan administration ordered the first 
trade sanctions against Japan since World War II. In retaliation for an 
alleged Japanese violation of a 1986 semiconductor agreement, a 10046 
tariff was levied on $300 million worth of imports from Japan containing 
computer chips. Two months later a New York Times-CBS-Tokyo Broad- 
casting System poll noted that 5596 of Japanese surveyed believed rela- 
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tions with the United States were unfriendly while only 19% of the 
Americans believed relations with Japan were unfriendly. The poll further 
showed that 77% of the Japanese felt that the United States was blaming 
Japan for American economic problems, while 73% of the Americans felt 
that Japan was not doing enough to correct the bilateral trade imbalance.! 

In June 1987 tensions increased further with the disclosure that the 
Toshiba Corporation had sold eight computer-guided multiaxis milling 
machines to the Soviet Union, enabling the Soviets to mass produce a more 
silent propeller for their submarines. As seen from Capitol Hill, an un- 
grateful Japan was enjoying protection by American forces while aiding 
America's primary adversary for profit. Though Toshiba's violation of 
COCOM (Coordinating Committee for Multilateral Export Controls) 
rules should not be excused, the sanctions clause in the 1988 Omnibus 
Trade Bill will hardly serve to ease bilateral tensions. Instead of retali- 
ating, Washington should have encouraged steps taken by the Japan De- 
fense Agency to expand research in antisubmarine capabilities. The great 
danger is that Japan-bashing will produce resentment and block forces of 
change in Japan, such as the Maekawa Commission, which recognize the 
growing interdependence of bilateral economic and security concerns. “If 
the American voters and the Congress decide that trade deficits, declining 
industries, and unemployment should be cured by protectionism, U.S.- 
Japan security relations are not likely to escape the ensuing trade war 
without serious damage."? 

The special value of the high-tech defense field is that it represents a 
microcosm of U.S.-Japan relations, incorporating such diverse elements as 
defense burden-sharing, trust with sensitive technologies, the threat of Jap- 
anese competition to the U.S. private sector, limited American under- 
standing of Japanese culture, and intergovernment and interfirm 
cooperation in science and technology research. Successful management 
of these issues with regard to defense technology could set a valuable pre- 
cedent for the larger relationship. Moreover, much of the foundation for 
high-tech cooperation is already in place with the 1960 revision of the 
Treaty of Mutual Security and Cooperation, the 1983 Exchange of Notes 
on the Transfer of Japanese Military Technologies, and the 1984 Report of 
the Defense Science Board Task Force on Industry-to-Industry Interna- 
tional Armaments Cooperation. A new U.S.-Japan Science and Technol- 
ogy Cooperation Agreement was also signed at the Toronto Summit in 
June 1988. With a focus on comparable access and reciprocity concerning 
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research in seven scientific fields, the document differs markedly from the 
1979 agreement that it replaces. Further, Article I of the new agreement 
incorporates a general principle calling for the widest spread of informa- 
tion possible under the internal security laws of each country. 

From congressional reports to publications bv the Council on Foreign 
Relations, there is growing American consensus that it is no longer suffi- 
cient for Japan to ease burden-sharing tensions simply by increasing devel- 
opment assistance to Third World nations and subsidizing construction of 
U.S. military facilities in Japan.? Yet the literature has generally lacked 
suggestions of possible venues for increased Japanese contributions to se- 
curity cooperation. Nevertheless, a broader form of Japanese-American 
security cooperation is possible even within the limits set by Article IX of 
the Japanese Constitution and other self-imposed constraints on security 
policy. An appropriate and timely foundation for bilateral cooperation is 
Japanese participation in the Conventional Defense/Balanced Technology 
Initiative, a $238-million Pentagon research program on conventional de- 
fense capabilities. To demonstrate the feasibility and importance of such 
cooperation, this article addresses Japanese and American perspectives on 
Japan's security role as well as the advantages and disadvantages of the 
available options in bilateral security policy. 


Sharing the Burden of Defense 
In March 1982 Secretary of Defense Caspar Weinberger described U.S. 
policy in the Asia-Pacific region as a “‘six-pillar edifice.” The six pillars 
symbolize the U.S. commitment to remain a Pacific power, the special re- 
lationships of the United States with Japan, South Korea, the People's Re- 
public of China, and the ASEAN nations, as well as the regional role of 
the Rapid Deployment Force. Though U.S. objectives may be clear, there 
is far from complete agreement on the best strategy for achieving them. 
This is particularly true with regard to the defense burden-sharing issue 
and the management of the special relationship with Japan. 

Divergent strategies for managing the U.S.-Japan security relationship 
arise in part from differing perceptions of the Soviet threat and the effec- 
tiveness of the Japanese deterrent. At one extreme is the position put forth 
by Henry Kissinger in a January 1987 Washington Post editorial: "Japan's 
increased military contribution is largely unnecessary to maintaining 
global equilibrium. Modest self-defense forces alone can make a Soviet 
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attack on the Japanese homeland extremely costly, and such an attack 
would bring the American alliance into play."^ Kissinger believes that 
U.S. encouragement of Japanese rearmament runs the risk of stimulating a 
new wave of Japanese protectionism justified by national security. In con- 
trast, scholars like Seizaburo Sato, professor of political science at the Uni- 
versity of Tokyo, see the Japanese trip-wire defense as unrealistic. He 
contends that in the event of a major Soviet attack on Japan, the U.S. 
would be preoccupied with countering the Soviets on a global level and 
would have little time for Japan. Furthermore, Sato is highly critical of 
any burden-sharing arrangement in which the U.S. assumes the military 
responsibilities involved in developing a stronger deterrent while Japan 
plays only the secondary role of financier. To Sato, such a division of 
labor makes the U.S. no more than a Japanese mercenary and leaves the 
matter of Japanese national defense at the discretion of the United States.? 
A defense strategy acceptable to both Tokyo and Washington falls some- 
where in a middle ground between these two extremes. Sato is too quick 
to gloss over the domestic and international constraints on a dramatically 
larger Japanese defense role in the near future. On the other hand, Kis- 
singer underestimates the difficulty of dealing with the perception of a 
growing Soviet threat in Asia evidenced by Japan's increased attention to 
defense issues. 

It is true that the roots of growing Japanese concern with self-defense 
can be traced not only to internal fears but also to external prodding from 
the U.S. Department of Defense. However, such prodding can be taken as 
further proof of U.S. efforts to uphold its own national interests in the 
region. The purpose of U.S. defense assistance is more to uphold these 
interests than to provide subsidies for allies. And in the case of Japan, 
where there is a strong perception of shared security interests with the 
United States, it is understandable that the Congress and the American 
public have become frustrated with a Japan that contributes only one- 
seventh of U.S. expenditures on Japanese defense while running a substan- 
tial trade surplus with the United States. 

Sheldon Simon, among others, argues that there is a direct causal 
linkage between these factors. He contends that Washington's budget and 
balance of payments deficits are directly related to defense outlays. More- 
over, the high U.S. interest rates necessary to finance the deficit also cause 
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deflation, thus impeding U.S. competitiveness with Japan.$ Whether the’ 
lines of causation are so direct and do not also include issues of U.S. pro- 
ductivity and efficiency should be questioned, but rising American frustra- 
tion cannot be overlooked. Ultimately, solutions to the problems of the 
U.S.-Japan relationship can only come from a policy of mutual compro- 
mise. Each country must adjust to the changing security perspectives of 
the other and, further, must be prepared to work within the frameworks 
that emerge from such compromise. For this reason, our focus now turns 
to a general discussion of the Japanese perspective on self-defense and se- 
curity collaboration. 


Japanese Views on Security 

Japan's fundamental security objectives are self-defense and the promotion 
of a politically stable and economically viable Asia. When Japan regained 
its sovereignty in 1952, the strategic policy initiated by Prime Minister 
Yoshida Shigeru, dubbed the “Yoshida Doctrine,” was to leave all polit- 
ical and security matters to Washington. With time and the emergence of 
Japan as a major industrial power came recognition by Japanese of the 
need for their country to play a larger role in its own security. The Na- 
tional Defense Program Outline (NDPO), approved by the cabinet in 
1976, reflected a pragmatic recognition that Japan should do more in de- 
fense matters. It defined the purpose of the Self Defense Force (SDF) as 
raising the cost of aggression against Japan by building the capability to 
resist an invasion by a limited, small-scale conventional force. The NDPO 
was constructed on the premise that threats to the country would be lim- 
ited because: the superpowers recognize that nuclear war is not a valid 
policy option, the U.S.-Japan Security Treaty provides a credible deterrent 
to attack, and the ceiling of military forces is quite low in the nuclear age.’ 

The need for a more substantial Japanese defense effort was given a 
greater sense of urgency during the middle and late 1970s with unexpect- 
edly rapid transitions in the Asian-Pacific security environment. The pe- 
riod was marked by a decline of U.S. military power in the region and a 
simultaneous rise in Soviet power. The latter half of the 1970s witnessed 
the withdrawal of U.S. troops from Vietnam, the closing of bases in Thai- 
land, and President Carter's attempt to reduce ground forces in the Re- 
public of Korea. The same period also saw the conclusion of the 1978 
Treaty of Friendship between the Soviet Union and Vietnam, the invasion 
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of Afghanistan, the Soviet bankrolling of Vietnamese incursions into 
Kampuchea, increased Soviet military presence in the disputed Northern 
Territories, and perhaps most threatening, a major military buildup in the 
Soviet Far East. In strategic weaponry, Soviet forces were advanced by 
deployment of SS-18 land-based intercontinental ballistic missiles, SS-N-18 
submarine-launched ballistic missiles, and by approximately one-third of 
all SS-20 intermediate-range nuclear missiles.® 

The more provocative position adopted by the Soviet Union increased 
dramatically the level of threat perceived by the Japanese. This increase is 
reflected in statistics documenting incidents of scrambling between Soviet 
and Japanese fighter planes during the 1970s. “In 1970, Japanese jet fight- 
ers scrambled against approaching Soviet military planes 370 times; in 
1976 they scrambled 528 times. In 1982, the frequency had increased to 
929 times."? Whether the rise in the number of such incidents is due to 
increased Japanese or Soviet militancy, or both, an increase in the per- 
ceived level of threat to Japan is evident. However, such trends should not 
suggest that Japan's security situation uniformly deteriorated during the 
1970s. Events including the formalization of Sino-American rapproche- 
ment have had a favorable impact on the strategic environment. Neverthe- 
less, Japanese interest in defense matters showed a tangible increase during 
the 1980s. Japan's responses to General Secretary Gorbachev's Vladivos- 
tok and Krasnoyarsk pronouncements on Soviet policy toward the Asian- 
Pacific region have been guarded. Despite even modest progress on the 
Northern Territories dispute, Defense Agency Director General Kawara 
contends that Japan must further consolidate its defense power because the 
strengthening of Soviet forces is progressing. !? 

Since the time of the Ohira administration, 1978-1980, Japanese govern- 
ment leaders have brought their country closer to the Western alliance 
with public proclamations of the indivisibility of Japanese and Western 
security. At the same time the United States has tried to ensure that such 
pronouncements are supported by substantive Japanese efforts on behalf of 
their own defense. During a June 1981 meeting of the Consultative Com- 
mittee on Science and Technology, Washington insisted that Tokyo de- 
velop sufficient capacity to deal with the Soviet fleet and its associated 
Backfires.!! Under the leadership of Prime Ministers Suzuki and 
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Nakasone, Japan had limited success in realizing this rather lofty goal. 
Despite the advances in Japanese security policy brought about by revi- 
sionist leaders and increased perceptions of threat, progress in this area 
still proceeds slowly as cultural and constitutional constraints on defense 
policy are gradually undermined. 

In the summer of 1982 the Suzuki government committed itself to raise 
purchases through 1988 of F-15 Eagle fighters (from 100 to 155) and P-3C 
Orion antisubmarine planes (from 45 to 74). But the most significant step 
forward in defense matters came under Nakasone. Moving ahead of pub- 
lic opinion in an attempt to shape it, he was the first Japanese leader to 
discuss burden-sharing openly. Nakasone’s Midterm Defense Program 
(FY 1986-1990), approved by the cabinet in September 1985, defined more 
clearly the capabilities needed for the SDF to defend Japan effectively. Its 
guiding principles are (1) to improve air defense capabilities for the four 
main islands; (2) to create a proper balance between operational and sup- 
port elements including emphasis on improved C3I (command, control, 
communication and intelligence); and (3) to improve and make more effi- 
cient the operation of the Air, Ground, and Maritime Self Defense Forces 
through their better coordination and cooperation. !2 

The Midterm Defense Program (MDP) also touts an important role in 
counterinvasion strategy for the SSM-1 surface-to-surface guided missile 
developed by the Ground Self Defense Force (GSDF). The SSM-1 
promises Japan the ability, within the next ten years, to interdict surface 
ship traffic to and from the Sea of Japan. Thus, in a war between the 
Soviet Union and the West, the GSDF could close the Sea of Japan to 
surface units of the Soviet Pacific Fleet based at Vladivostok and Sovets- 
kaya Gavan.!? Beyond the specific initiatives of the Defense Program, the 
Nakasone years also witnessed extension of the maritime defense zone 
from 200 to 1,000 nautical miles southeast of Honshu, joint U.S.-Japan 
planning on SLOC (sea lines of communication) defense, and participation 
of the Maritime Self Defense Force in the RIMPAC exercises. The 
Nakasone government was also responsible for breaking the important 
psychological barrier of moving defense spending beyond 1% of GNP. 

Nakasone's penchant for revisionist policies was made clear in a 1978 
article written by him for Seiron in which he argued that in an era of 
superpower stalemate the prospect of small wars increases, and that an 
inadequate Japanese military capability may itself become the cause of 
conflict. He also contended that since the Japanese Constitution was 
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drawn up by the occupation authorities and as such did not express the 
complete free will of the people, the possibility of amending the document 
should be brought before the people during the 1980s.!^ The revisionist 
line set out by Nakasone in Seiron predates the Reagan administration and 
heavy U.S. pressure for an increased Japanese role in defense burden-shar- 
ing; thus, in this instance, Nakasone's call for a revisionist policy was a 
reaction to the perception of increased Soviet threat and not a response to 
U.S. pressure for change. Though Nakasone ended his tenure as prime 
minister in October 1987, it is important to note that he remains a member 
of the House of Representatives as well as leader of one of the Liberal 
Democratic Party's major factions. With the opening of his Peace Re- 
search Institute in June 1988, Nakasone seems destined to remain an influ- 
ential actor in the Japanese defense community. 

Despite the politico-strategic advances of the Nakasone years, many still 
criticize the MDP as not having done enough. In a 1985 paper, Reinhard 
Drifte makes the important observation that the MDP, rather than being a 
bold new step, may be only a modified version of plans projected in the 
National Defense Program Outline. According to Drifte, only 27% of the 
anticipated 4096 growth in military spending targeted in the NDPO was 
actually achieved by 1984, so the National Defense Council was forced to 
scrap the second half of the Outline, which was to run through 1987, and 
work out a new five-year plan for the 1986-1990 period.!5 In 1986, with 
military spending only a tiny fraction above one percent of GNP, Edward 
Olsen reflected the disillusionment of many U.S. critics when he argued 
that "the rhetoric praising marginally increased defense spending and 
vague commitments to step up Japan's role in the defense of a thousand 
miles of SLOCs has been clearly excessive."!6 Though it is wrong to over- 
sell Japanese accomplishments to date, it is equally wrong to minimize 
developments in the security sphere without recognition of the constraints 
on such action. 

The House Defense Burden-sharing Panel views Japan's contributions 
to the common defense as inadequate given its tremendous economic 
strength; its defense spending as a percentage of GDP is lower than that of 
any NATO country. However, Japan is not free of the many problems 
affecting modern, industrial societies. Former U.S. Ambassador to Japan 
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Edwin Reischauer believes that among the developed countries ‘Japan 
stands out as the worst example of poor housing, poor public facilities such 
as sewage disposal, hospitals, school buildings, parks, roads and space for 
amusements."! Yet a United States confronting a myriad of similar 
problems is unlikely to accept such social ills as an 2xcuse on the burden- 
sharing issue. 

The chief legal obstacles to an expanded Japanese military role are Arti- 
cle IX of the Japanese Constitution, the Three Principles on Arms Ex- 
ports, and the Three Non-Nuclear Principles. Article IX seemingly denies 
Japan the rights of an offensive war-waging potentiel and participation in 
collective defense, but a definitive interpretation of the constraints implicit 
in the "peace constitution" remains elusive, largely 2 function of the Japa- . 
nese political mood and not at all a legal issue.!5 The Three Principles on 
Arms Exports were adopted in 1967 in response to Japanese assistance to 
the U.S. during the Vietnam War. The principles bar military-related ex- 
ports to the Soviet bloc, countries under U.N. sanctions, and countries 
presently or about to be involved in hostilities. As the only country ever to 
experience the devastation of nuclear weapons, Japan states in the Three 
Non-Nuclear Principles that there will be no Japanese possession or pro- 
duction of nuclear weapons. The credibility of this position has been ques- 
tioned, however, because of Japanese participation in SDI research, which 
Tokyo justifies on the grounds that its contribution to the program is non- 
nuclear in nature. The stand on the third principle—no foreign introduc- 
tion of nuclear weapons into Japan—is even less clear. To date, Japan has 
never raised questions concerning the U.S. Navy's "neither confirm nor 
deny" policy on whether U.S. warships, which visit Japanese ports, are 
armed with nuclear weapons. 

Though these legal constraints on expanded militery activity may one 
day be undermined, they do reflect the current, dcmestic opposition to 
*remilitarization." Beyond them are those constraints from the interna- 
tional arena. Both China and the ASEAN nations have been concerned 
over recent signs of a Japanese military buildup, particularly the moving of 
defense spending past the 1% of GNP level. Much of the fear of a remili- 
tarized Japan is based on the World War II experience of the Asian-Pacific 
region. In the Philippines, for example, memories of the Japanese occupa- 
tion are still vivid, and although the Philippines does roughly one-third of 
its trade with Japan, it is quite sensitive to measures like the extension of 
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the Japanese sealane zone to 1,000 nautical miles, that is, within 200 nauti- 
cal miles of the Philippines. 


Options in U.S. Security Policy 

Toward Japan 
A number of options are possible in the management of U.S.-Japan secur- 
ity relations, many of which have already been touched upon. There are 
five major ones: 


The Kissinger approach. This policy approach is passive in nature and 
views an increased military. contribution from Japan as largely unneces- 
sary. Put simply, there is no need for a new U.S. policy toward Japan 
because there is no problem in the current state of U.S.-Japan security 
relations. However, the approach is out of step with both the prevailing 
attitude in Congress and the perception in Tokyo of an increased Soviet 
threat in the Asian-Pacific region. 


The Japan-bashing approach. Yn contrast to supporters of the Kissinger 
approach, Japan-bashers such as Congressman Richard Gephardt see Ja- 
pan as the source of many of the problems in the U.S.-Japan relationship. 
Likely to be protectionists, such individuals call for a dramatic increase in 
Japan’s defense effort. Ignorant of or insensitive to cultural and regional 
constraints on Japanese action, Japan-bashers are likely only to alienate 
Japan with this counterproductive strategy. 


The division of labor approach. This approach looks for a burden- 
sharing arrangement in which the U.S. assumes increased military respon- 
sibility and Japan increased economic responsibility for future defense ef- 
forts. Superficially, this approach may seem to complement the Japanese 
notion of “comprehensive security,” but the solution is mostly cosmetic 
and unlikely to be successful in the long run. Even beyond the dangers of 
labor specialization discussed by Seizaburo Sato, Japan is simply not pre- 
pared to meet the necessary levels of defense spending, which would cer- 
tainly have to move far past the benchmark 1% figure. 


The muddling-through approach. Perhaps the best description for Rea- 
gan policy, this approach is an inconsistent one that lacks clearly defined 
strategies for achieving desired goals. Muddling-through is dangerous be- 
cause it allows problems to grow to far less manageable levels, and it leads 
to episodic behavior in which the U.S. is likely to react only to major nega- 
tive developments like the Toshiba sale. A more focused, constructive pol- 
icy is necessary to prevent such problems from arising. 
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The high-technology approach. Supporters of this approach argue that a 
forward-looking, broader form of bilateral security cooperation is possible 
within the constitutional, cultural, and regional constraints acting on Ja- 
pan. Though the high-tech approach is not without problems—the possi- 
bility of Japan emerging as a major competitor in the arms industry and 
U.S. doubts about whether Japan can be trusted with sensitive technolo- 
gies are the major fears—it nevertheless is more promising than the alter- 
natives. 


Cooperation in Defense Technology 
To evaluate the option of high-tech collaboration, it is necessary to under- 
stand recent trends in the Japanese arms industry, the form such coopera- 
tion might take, and the potential problems in implementing policy. 


The Japanese Arms Industry 

Relative to the United States, Japan’s arms production is very low due to 
the ban on arms exports. Total sales to the SDF for FY 1980 were only 
about $3 billion. In that same period, military-related production as a 
share of total industrial production was only 0.4% for Japan while approx- 
imately 5% for the United States.!? However, the growing importance of 
dual use electronic technology to modern weapons has brought Japan 
more deeply into arms-related production. Electronic components consti- 
tute a substantial part of most weapons. In the case of the SDF, the share 
of electronics in total weapon cost is 23% for the T-74 tank, 21% for the 
F-4 aircraft, and 40% for the P-3C aircraft. The interest of the electronics 
industry in increasing arms-related production and developments is re- 
flected in several decisions taken by the largest electronics companies. For 
example, Hitachi set up a defense technology promotion division in 
August 1980, and “half of its factories and six research operations can now 
be used for military purposes."20 

Support of the United States during the Korean War originally gave 
impetus to the Japanese defense industry. Today, the main incentive for 
domestic arms production is the prospect of gains in technology which 
might be adapted to civilian needs. During the period 1950-1983, an esti- 
mated $10 billion in advanced technology entered Japan by means of li- 
censed production in defense contracts.2! However, as the U.S. has 
become more reluctant to grant "state of the art" licenses to Japan, a new 


19. Drifte, Japan's Growing Arms Industry, p. 17. 
20. Ibid., pp. 63, 64. 
21. Ibid., p. 9. 
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emphasis has been put on innovation through domestic research and devel- 
opment in defense technology. As well as the adaptation of military tech- 
nology to civilian use, there is also the reverse process of adapting civilian 
technology to military needs. For example, Mitsubishi has used a charge- 
coupled device in optical and infrared scanning devices built for the SDF. 
And in a more ironic example, paint that deflects electric waves, developed 
by a Japanese firm to improve TV reception in high-rise buildings, was 
adapted for the development of Stealth technology. 

A second incentive for domestic arms production is the idea of a 
fallback market for times of recession. A dramatic example of defense or- 
ders helping out a troubled business sector is the case of the shipping in- 
dustry. As part of the worldwide decline in the industry, new ship orders 
in Japan declined 90% over the period 1973-1978. Yet the industry re- 
ceived a much needed boost with the 1,000 nautical-mile extension of the 
SDF sealane patrol zone. 

The share of military-related production is still small, only 5-8% for 
most major suppliers such as Mitsubishi Heavy Industries. An exception, 
however, is the aerospace industry which has been singled out by the Min- 
istry of International Trade and Industry (MITI) as a growth industry 
eligible for special state subsidies. Despite the ban on arms exports, which 
presently limits the arms industry's market, the defense industry is a grow- 
ing one. This is due not only to the increasing role of electronics in weap- 
ons systems but also to a number of institutional factors. The biggest and 
most important Japanese companies have a stake in arms production as 
well as excellent access to the political leadership. Further, the placement 
of retired military officers at management-level positions within the arms 
industry consolidates the role of military-related production in Japanese 
industry. Nearly 340 former officers joined the arms industry between 
1975 and 1980.22 


The Form of Cooperation 
With breakthroughs in semiconductor miniaturization, telecommunica- 
tions, and artificial intelligence, Japan is the clearest prospective collabora- 
tor in high-technology R&D applicable to warfare.?? The potential gains 
from this collaboration are especial promising in the critical sector of 
battlefield management, command, control, communication, and intelli- 


22. Ibid., p. 30. 
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gence. A second area with good prospects is co-development of compo- 
nents for future weapons systems. This potential for high-technology 
cooperation has not gone unnoticed in either Tokyo or Washington, and 
the procedures and instruments for such cooperation have, to a large ex- 
tent, already been put in place. The U.S.-Japan Treaty of Mutual Security 
and Cooperation has set the parameters for Washington's overall strategic 
approach to the Asian-Pacific region throughout most of the postwar era. 
Yet, the first major step forward in technology cooperation came in the 
November 1983 Exchange of Notes on the Transfer of Japanese Military 
Technologies in which the Japanese government agreed to permit the ex- 
port of military technology to the United States. This included firearms, 
ammunition and ammunition launchers, explosives, jet fuel, military vehi- 
cles, military vessels, military aircraft, antisubmarine nets, and the neces- 
sary replacement parts for these items. The extremely important issue of 
transfers involving dual use technology, however, was not covered by this 
agreement. The Exchange of Notes also established the Joint Military 
Technology Commission (JMTC) to serve as a consultative body in identi- 
fying military technologies to be transferred. The JMTC first met in No- 
vember 1984, and by May 1985 a Defense Department advisory team had 
toured Japanese production facilities and submitted a "shopping list" to 
the commission. Technology discussed included electro-optics and micro- 
wave devices relevant to missile guidance systems, the establishment of 
more efficient U.S. military weapons production systems, and increased 
data transmission capability in military computers.?4 

During the same period, the need for reciprocal transfer of technology 
was reaffirmed by the Defense Science Board Task Force, a Defense De- 
partment study group directed by Malcolm Currie of Hughes Aircraft 
Corporation. In its June 1984 report to the undersecretary of defense for 
research and engineering, the task force made several recommendations 
including: 

Close the information gap in technology as soon as possible by learning more 

about Japanese work in basic science and technology. This could be accom- 

.plished with a program to translate Japanese tecnnical literature. 


Encourage industry-to-industry initiatives for technology cooperation that both 
serve the national interest and ensure a mutually beneficial two-way flow of 
technology. 


Periodically convene a DSB task force to evaluate the balance of technology 
flow. 


24. Ibid., p. 27. 
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Contract consultants to measure the relative value of technologies involved in 
nonsymmetrical exchanges. 


Along with these substantive policy recommendations, the members of 
the task force also called for the achievement and maintenance of clear 
U.S. superiority in advanced civil and defense technologies. They felt this 
goal should be stated clearly to bring about a healthier climate for invest- 
ment and increased research and development. Though U.S. “leadership” 
in the high-tech field would be a positive development, the articulation of 
that goal in the report can only impair subsequent U.S. negotiating posi- 
tions with the Japanese. The emphasis in U.S. policy literature on high- 
tech transfer should be on cooperation and not unilateral measures to 
achieve supremacy in the field. Nevertheless, the work of the Defense Sci- 
ence Board has produced important, Pentagon-approved guidelines for co- 
operation in advanced defense technology. 

With the Exchange of Notes and the work of the DSB, a foundation was 
laid for high-tech collaboration. The three technologies used to test the 
emplaced bureaucratic machinery were the portable KEIKO surface-to-air 
missile (SAM), the FSX support fighter, and the Strategic Defense Initia- 
tive (SDI). The first instance of military technology exported to the 
United States concerned the guidance and control sections of the KEIKO 
SAM. Though the infrared/CCD imagery guidance system used in the 
KEIKO is not a vitally important technology, the KEIKO case consti- 
- tuted a symbolic precedent for the transfer process. 

A second, and at times more acrimonious test of the transfer process 
involved Japan’s planned procurement of a new support fighter known as 
the FSX. Emphasizing considerations such as cost effectiveness, interoper- 
ability, and the trade balance, the Pentagon pressed for an FSX derived 
from American technology. Yet the JDA, under heavy domestic pressure 
from industrial and bureaucratic sources interested in independent produc- 
tion, initially rejected these proposals. Finally in October 1987, the disa- 
greement was resolved with a $7 billion program to build a fighter based 
on Japanese modification of the airframe used in General Dynamics’ F-16. 
Approximately 80% of the FSX, including all electronics, will comprise 
indigenous Japanese technology.2> While the FSX solution is not true 
codevelopment, the case does demonstrate the interdependence of the two 
defense establishments as well as the importance of compromise. 

By far the most significant test of the transfer process to date has been 
Japanese agreement to participate in the research phase of SDI. While 
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justifying participation in SDI research by the potential gains in conven- 
tional space technology, Japan has become indirectly involved in the po- 
tential militarization of space with weapons that use nuclear technology. 
On November 4, 1988, the U.S. Department of Defense awarded a $3 mil- 
lion contract to a Japanese-American consortium led by Mitsubishi Heavy 
Industries for research on a theater missile defense system to span the 
western Pacific between the Japanese archipelago and the Mariana Islands. 
Though the likely scaling down of the SDI program during the Bush ad- 
ministration would preclude substantial SDI contracts with Japan, the No- 
vember agreement represents an important step in defense technology 
collaboration. 

A project that presents a great opportunity fcr U.S.-Japan cooperation 
is the Conventional Defense/Balanced Technology Initiative (CD/BTI). 
Concerned that preoccupation with SDI might divert attention and fund- 
ing from other defense programs, Congress enacted an amendment to the 
FY 1987 defense authorization bill to expand research on conventional 
defense capabilities. In response, the Pentagon cutlined a $277-million re- 
search program focusing on smart weapons, reconnaissance and surveil- 
lance technology, armor and anti-armor technology, and high power 
microwaves.26 For FY 1990, Congress has appropriated $238 million to 
fund the program. The Japanese should be invited to join the CD/BTI, 
not only because of their potential contribution of electronics technology 
but also because the program is a particularly appropriate venue for U.S.- 
Japan cooperation. The conventional focus of CD/BTI fits well with Japa- 
nese defense needs, and it also offers a relatively stable context for coopera- 
tion in that the political future of the program is far more certain than that 
of SDI. There is also good reason to expect that such collaboration might 
actually develop. The FY 1987 Defense Appropriations Act extended the 
Nunn Amendment for funding of cooperative research and development 
projects beyond NATO members to countries including Japan. 


Problems in High-Tech Collaboration 
Criticism of a U.S. emphasis on military-related, high-tech cooperation 
with Japan centers upon three concerns: the possible emergence of Japan 
as a competitor to the Western arms industry, the question of whether 
Japan can be trusted with classified technologies, and the reaction of major 
Asian-Pacific actors to such a development in U.S.-Japan relations. 


26. Gregg A. Rubinstein, Guidelines for Increase of U.S.-Japanese Defense Technology 
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The possible emergence of Japan as a competitor to the American and 
European arms industries is a legitimate worry. The private sector, which 
it is hoped will see a marked increase in industry-to-industry cooperation, 
views high-tech cooperation in terms of potential profit and not as an op- 
portunity to increase the political, social, and economic stability of U.S.- 
Japan relations. There is also disagreement among defense specialists as to 
the threat posed by Japan. William Tow warns that without policy con- 
sensus between Tokyo and Washington on how technology transfers 
should work, Japan might well accelerate the buildup of its own defense 
production capabilities outside of U.S. controls.2” Indeed, the Defense Sci- 
ence Board predicts that there eventually will be competition from Japa- 
nese industry on defense exports. Looking after bureaucratic interests in 
potential defense gains, however, the Pentagon study team concluded that 
the strategic benefits outweigh any risks of cooperation. France and the 
Federal Republic of Germany, on the other hand, are more concerned 
with the threat of Japanese competition. In 1981 the two countries sent a 
joint note to the Japanese government warning against arms exports.7® 

In contrast to those who perceive a Japanese threat, Walter Arnold con- 
tends that, “not unlike the old stereotype of Japan's inferior technological 
status, the more recent exaggerations about a Japanese high-tech Pearl 
Harbor should be seen as farfetched, speculative, self-serving, and superfi- 
cial.”29 Arnold argues that the expansion of Japan's technology exports to 
advanced industrial countries depends upon its ability to improve basic 
science and technology capabilities that were neglected under a postwar 
development policy favoring the shorter-run payoffs from applied science. 
Further, Japan is hindered in becoming a net exporter of technology to the 
industrialized West by both the government's own fiscal crisis and the 
problem of authority in science and technology being dispersed in compet- 
ing state agencies and organizations. 

These same doubts about the threat of Japanese competition are echoed 
by Gregg Rubinstein, director of the U.S.-Japan Forum for High Technol- 
ogy Exchange and Cooperation: 


There is no reason to doubt Japan's official commitment to its Three Principles 
on Arms Exports. For the foreseeable future, it is most unlikely that the Japa- 
nese government would risk the storm of political protest at home certain to be 
generated by any attempt to alter this widely supported policy. Nor would any 
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Japanese industry group risk public censure by cempaigning openly for such 
change.30 


Rubinstein is most probably correct in his argument that neither the Japa- 
nese government nor the private sector will call, in the foreseeable future, 
for overt revision of the Three Principles. However, his argument fails to 
take into consideration the way in which the Japanese have quietly circum- 
vented the Three Principles and other constraints on military policy. 
Change will not come overnight, but slowly through loopholes and inten- 
tional “oversights” on the part of the Japanese. Dual-use technologies 
have made it far more difficult to enforce an effective weapons export ban. 
For years the BK-117 multipurpose helicopter, jointly produced by Kawa- 
saki Heavy Industries and Messerschmitt-Bolkow-Blohm GmbH, has been. : 
used by the German military. The Japanese government also has never 
questioned the “neither confirm nor deny" policy of the U.S. Navy. With 
mounting pressure from the United States, Japen is being pushed to open 
markets and do more for its own defense, and it is possible that these 
changes may lead Japan to become a major force in the arms industry. 
Considering the increased responsibilities being placed on Japan by the 
United States, it seems unlikely that Japanese arms production will stop 
growing. Whether this growth will reach threatening levels is not certain, 
but in the meantime it. would seem wise to manage this risk as much as 
possible through more careful direction of high-tech cooperation. 

A second potential pitfall of collaboration in advanced technology was 
highlighted by the Toshiba Corporation's sale of computer-guided propel- 
ler milling machines to the Soviet Union. Toshiba's breaching of COCOM 
rules not only damaged the U.S. defense effort but also cast doubt on Ja- 
pan as a country to be trusted in matters of defense technology. Moreover, 
there are further examples of Japanese technology sales to the Soviet 
Union that have undermined U.S. security. The Vladivostok dry dock 
used for maintenance of the first Soviet aircraft carrier in the Far East was 
imported from Japan. If high-tech collaboration is to be a viable policy in 
the eyes of Congress and the Department of Defense, Tokyo must tighten 
its COCOM procedures. A promising start in this direction is provided by 
the improved export control procedures initiated by MITI and the JDA - 
initiatives, including programs in submarine detection and antisubmarine 
warfare, to redress the problems resulting from the Toshiba sale. Never- 
theless, progress is necessary on a uniform approach for protecting innova- 
tion. The United States should have an understanding with Japan similar 
to the General Security of Military Information Agreement already negoti- . 
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ated with over 30 other countries. At the same time Japan should receive 
legal assurances through the patent system that even her unclassified tech- 
nology will be protected from exploitation by U.S. commercial manufac- 
turers. 
The third problem associated with greater U.S.-Japan technology coop- 
eration, the reaction of major Asian-Pacific actors, is also the most difficult 
to control. In a worst-case scenario, one might project significantly height- 
ened tension between Japan and the ASEAN nations, the further strength- 
ening of Soviet forces in Asia, and a breakdown in the Sino-Japanese 
relationship. However, this degree of deterioration in Asian-Pacific secur- 
ity affairs seems unlikely. Though most regional actors probably do not 
look with favor on an increase in any security role for Japan, they must 
realize at the same time that high-tech cooperation is the least provocative 
means of dealing with increased pressures for Japanese burden-sharing. 
More an internal rearrangement of U.S.-Japan security relations than a 
shift in the military posture of Japan, a policy of high-tech cooperation is 
not a policy of intimidation. And to date the Soviets have expressed no 
_ negative public views on the fledgling program. Unfortunately, China has 
tended to be more vocal in its protests. Strongly opposed to the movement 
of Japanese military spending past 1% of GNP, China might view a new 

. Japanese emphasis on military technology as a threat to the 1978 Sino- 
Japanese Friendship Treaty. A more developed program of cooperation in 
advanced military technology, though not a perfect policy, offers an oppor- 
tunity for improvement in U.S.-Japan relations. 


Instituting Cooperation in 

Defense Technology 
To a large extent, smooth management of the U.S.-Japan security relation- 
ship is a function of the larger economic relationship. Optimal economic 
‘cooperation would entail an opening of Japanese markets and programs on 
the U.S. side to address the budget deficit, savings and investment rates, 
productivity, and the education system. Even without such macro- 
economic adjustments completely in place, however, the U.S. can take pos- 
itive steps to improve bilateral defense cooperation. A more developed 
program in advanced technology cooperation offers the potential for large, 
long-run gains in defense burden-sharing as well as greater political and 
economic integration across the public and private sectors of the two coun- 
tries. The problems and costs involved in the Toshiba incident have 
demonstrated the need for a focused, consistent U.S.-Japan security policy 
that does more than muddle through the issues. 
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Using the Exchange of Notes and the report of the Defense Science 
Board as a foundation, the Bush administration should implement the fol- 
lowing policy measures: 


Formally invite Japanese participation in the Conventional Defense/Balanced 
Technology Initiative. 


Make a secretary-level statement in support of defense technology cooperation 
with Japan. A climate of official approval is necessary for a successful program. 


Press for progress in negotiations on the development of a uniform, enforceable 
system for legal protection of technological innovation. The bilateral confer- 
ence on intellectual property rights held in Hawaii during August 1988 was a 
promising opening to negotiations. Results included expansion of the Japan 
Patent Agency staff in response to American complaints of the lengthy patent 
review process. 

Close the information gap with Japan through funding for: (1) programs in 
translation of Japanese technical literature, and (2) scientists and defense offi- 
cials eligible for training and research opportunities in Japan. Prime Minister 
Takeshita has already enacted a $4.4 million program to fund visiting American 
researchers, including members of the National Science Foundation. 


Success in implementing these policy recommendations will represent 
not only a significant advance in U.S.-Japan security relations but also a 
positive example for management of the broader economic relationship. 
The policies recommended can be implemented immediately at low cost 
and will yield short-run payoffs. The alternative is to ignore the problems 
of the U.S.-Japan relationship. Over time these problems will grow and 
policy will be forced to focus on efforts to minimize losses. For this rea- 
son, the United States should act now to maximize potential gains. 
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Until the Geneva accords of April 14, 1988, that for- 
malized the Soviet decision to withdraw from Afghanistan, the future of 
the country seemed largely predictable, even if the duration of the conflict 
remained uncertain. The Soviet Union was deemed unlikely to loosen its 
grip on Afghanistan; history and the logic of its 1979 armed intervention 
explained why Moscow would wait out the forces of the Afghan resistance. 
The Soviets had laid the foundation for political and economic integration 
with Afghanistan. Afghanistan had become dependent on its northern 
neighbor for critical commodities, transit routes, export markets, and tech- 
nical expertise. Whether the outcome would be a strongly dependent but 
still sovereign state within the Soviet orbit or virtual absorption as a new 
Soviet republic was yet to be determined. But the penetration by Soviet 
civilian administrators and the assistance of the Soviet military appeared 
irreversible. With the installation of a Kabul regime owing fealty to Mos- 
cow, the communist ideology had been safely ensconced. There remained 
only to pacify and co-opt dissident elements. In the end, through educa- 
tion and example, Afghanistan would be Sovietized. 

Now the future is less clear. For reasons having to do with Soviet global 
policy objectives and new domestic priorities, Moscow decided to disen- 
gage from Afghanistan, at least militarily. Few observers now expect the 
Kabul government to survive very long. Most of the five million Afghan 
refugees abroad, roughly one-third of Afghanistan’s prewar population, 
are expected to return to their home areas, as are upward of two million 
displaced people inside Afghanistan. The international community has 
plans to facilitate the resettlement and assume a major role in aiding the 
country’s reconstruction. But beyond these anticipated outcomes lie a 
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number of critical questions. Under what circumstances will the refugees 
return en masse? In what manner and with what success will the aid to 
refugees be distributed? Which political elements will control the country, 
and how will the scope and depth of authority in the post-Soviet period 
influence resettlement and rehabilitation? How have the experiences of ex- 
ile and occupation changed Afghan society? And what will these changes 
mean for policy orientations in a future Afghanistan, especially its eco- 
nomic and political relations with regional neighbors and the West? 

This essay is concerned with the political economy of Afghan resettle- 
ment and rehabilitation, in particular as it affects the largest number of 
refugees—the more than three million who fled to Pakistan. The premise 
here is that the emergent political structures within Afghanistan will estab- 
lish the principal parameters for international and bilateral assistance and 
will go far to determine the effectiveness of individual programs. Political 
stability in the country, the degree of political centralization, and institu- 
tions created by the new state will condition the delivery of aid and the 
pace of reconstruction. The composition of elites dominant in the post- 
war period, their values and attitudes, can be expected to influence who 
has access to the assistance and to what purposes it is put. 

At the same time, the massive relief requirements and economic realities 
of a post-war Afghanistan, including its available natural and human re- 
sources, are expected to act as policy constraints for any government, 
whatever its programmatic preferences and ideological persuasion. Above 
all, the imperatives of trade and the need for national security will limit 
choices in relations with the Soviets, Pakistanis, and Iranians, among 
others. The country’s economic dependence will continue indefinitely, as 
will its vulnerability to political pressures. The challenge will be to try to 
balance its dependencies and avoid heavy political indebtedness. Mean- 
while, international assistance and the resources brought to bear on reha- 
bilitation and reconstruction of Afghan society are almost certain to affect 
the relationships among local, provincial, and central governments and go 
far to establish which groups and individuals in the postwar period emerge 
politically powerful. Assistance for resettlement and rehabilitation can be 
as important a resource in determining power as were arms earlier. 


State and Society 
With the withdrawal of Soviet forces, Afghan refugees in Pakistan have 
not streamed back to their villages and cities. Their desire for an early 
repatriation notwithstanding, most refugees insist that they will return 
only after an Islamic government has been installed in Kabul. Political 
leaders of the seven party alliance of resistance fighters, to whom most 
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refugees in Pakistan owe at least nominal allegiance, admonish their fol- 
lowers not to leave. The communist regime would like nothing more than 
to draw back large numbers of refugees, giving the impression that the 
returnees have opted for joining a government of national reconciliation. 

In fact, the refugees’ behavior is more practical than political, based on 
concerns for personal security, economic as well as physical. The Soviet- 
backed communist government has not, after all, crumbled as the Soviets 
have withdrawn their forces. However anxious most refugees are to escape 
the hardships and boredom of the camps in Pakistan, they have been 
unwilling to get caught up in the crossfire in Afghanistan or to forfeit the 
basic material support provided by international donors and Pakistan for 
uncertainties across the border. Most resistance leaders inside Afghani- 
stan, in fact, caution against a too early return, envisioning the refugees 
competing in the short run for scarce food and otherwise complicating the 
military effort. The presence of thousands of uncleared land mines, seeded 
by both sides in the conflict, is by itself sufficient to deter refugees. Mas- 
sive resettlement will probably also be influenced by the weather, the 
timing for planting a wheat crop, and the availability of adequate transpor- 
tation across the border. It will be some months before the international 
relief effort is in place, thereby assuring returning refugees sufficient food, 
agricultural inputs, and the likelihood of the physical reconstruction re- 
quired—especially irrigation systems, roads, and shelter—for the rural 
masses to manage a successful resettlement. 

District and village leadership will determine the extent to which re- 
sources for resettlement and rehabilitation get through to the returning 
refugees, to what purposes they are put, and who in fact shares in them. 
Those providing rehabilitation assistance will operate at the sufferance of 
mujahideen commanders and local notables, often including them directly 
in relief plans. Ultimately, the ability to influence the flow of aid resources 
will provide a useful gauge of who exercises local power as well as a princi- 
pal means to enhance that power. 

Some refugees can expect to return to a countryside where the older 
patrimonial political arrangements remain intact or will quickly reassert 
themselves. More often, political structures in rural Afghanistan will be 
found to have undergone substantial, perhaps irrevocable change. Many 
prominent local leaders fled the country early in the conflict. Among 
those tribal or family notables, the khans, and the village heads, the 
maliks, who remained behind, some cast their lot with the Kabul govern- 
ment, at times changing sides; others assumed military roles with the 
resistance. In general, however, traditional leaders in the villages and dis- 
tricts suffered a loss of prestige. Typically, they were unable to provide for 
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the protection of their followers, and were forced to share or abdicate au- 
thority to the sons of lesser families who assumed the role of local and 
regional resistance commanders. 

Many of these largely respected commanders are expected to become 
pivotal figures in a new order. A number of them have demonstrated an 
impressive capacity to administer the collection of taxes and delivery of 
services, including in health and education, in areas under their military 
control They have managed a surprising degree of coordination, espe- 
cially in the northern half of the country, and successfully bridged social 
and ideological differences. Local commanders have also shown an ability 
to work with, and sometimes take advantage of, foreign assistance groups. 
To many observers, a state-in-the-making has been laid down that could 
provide building blocks for a future Afghanistan. Yet there are bound to 
be important distinctions between the qualities of resistance leaders that 
allowed for military victories and successful wartime governing and, with 
the return of refugees, the political and administrative skills necessary to 
cope with postwar problems of relief and reconstruction. 

Developments in the refugee settlements in Pakistan also bear on the 
future. The long exile found many of the traditional village and family 
heads incompetent to deal with Pakistani authorities and relief organiza- 
tions. Individual loyalties to clan and tribe have naturally suffered as an 
alternative body of leaders, most of them young and educated, emerged to 
fill the vacuum. To survive, traditional status groups were often forced to 
take on new or revised roles. For example, members of the ulema, the 
clerics, gained increased respect in their role as deputies to the mujahideen 
leadership. Often serving as intermediaries, they participated in carrying 
the unifying message of Islam, inspiring and consoling refugees and resist- 
ance fighters. Rather than necessarily competing for influence, functional 
distinctions developed among leaders in the refugee community, reflecting 
different layers of competence and authority over different matters. At 
least some of this diffusion of responsibility is likely to be transferred back 
to Afghanistan. . 

Several of the Peshawar-based resistance parties have been highly suc- 
cessful in enlisting support within the camps. The Peshawar parties fall 
into two major categories: the more Islamic oriented, the most extreme of 
which are usually referred to as fundamentalist or radical, and the tradi- 
tionalists who stress clan and tribal ties and whose ranks include monar- 
chists. Leadership in both camps is exclusively Sunni. (Though lacking a 
sizable refugee following in Pakistan, several Shi'ite resistance parties be- 
came more visible in Peshawar in the late 1980s). The traditionals and 
Islamists will be eventual contenders in Afghanistan for provincial as well 
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as for national leadership. The former adhere to the country’s traditional 
rules of the power game and are ambivalent about a strong, centralized 
postwar state. Islamists reject most traditional practices and institutions 
in favor of a purist faith, realized through more or less revolutionary 
changes in state and society and implemented by a disciplined, hierarchi- 
cally structured leadership. ! 

Several of the resistance parties proclaim close ties with regional and 
local commanders. In fact, these allegiances are largely nominal and are 
likely to weaken further as the commanders’ dependence on Peshawar- 
based sources for arms declines or is ended. The 200 or so resourceful, 
independent-minded commanders who have carried the vast majority of 
the military operations inside Afghanistan are known to be disdainful of 
party officials who have sat out the war in Peshawar. The most prominent 
commanders, Ahmed Massoud in the north, Ishmail Khan in the west, 
Abdul Haq in the eastern provinces, and Amin Wardak in the southeast, 
among others, are unlikely to relinquish readily their authority or weapons 
to those party leaders planning to expropriate power in Kabul for their 
exclusive use. 

Except in a few border provinces, the resistance parties are expected to 
play a marginal role in the postwar rehabilitation and reconstruction pro- 
cess in the Afghan countryside. The preoccupation of the Peshawar-based 
leaders with rivalries and the bureaucratic duplication by the parties un- 
dermine hopes for coordinated efforts in a transitional period. The parties 
headquartered in Pakistan are often accused of putting their own interests 
ahead of those fighting inside Afghanistan, and even to have lost touch 
with the people. Although in recent years the seven-party alliance has co- 
operated in a number of cross-border programs, the private voluntary or- 
ganizations (PVOs) that carry the burden of the relief more often bypass 
the Peshawar groups to work directly with local and regional com- 
manders. 

The role of a future central government in rehabilitation and reconstruc- 
tion activities is problematic. An immediate postwar leadership in Kabul 
is expected to be busy consolidating power and allocating political favors 
in appointments. Moreover, past history suggests little reason for confi- 
dence in officials in Kabul. Central governments have a poor record in 
administering humanitarian relief designed to reach large numbers of peo- 
ple. If, as many anticipate, the postwar political structure in Afghanistan 


1. An excellent analysis of the resistance groups' leadership and orientations is found in 
Olivier Roy, “The New Political Elite of Afghanistan," a paper delivered at the workshop on 
"Political Elites and the Restructuring of the Political Order in Afghanistan, Iran, and Paki- 
stan," Massachusetts Institute of Technology, October 1988. 
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assumes a de facto decentralization, conceivably federated in form, Kabul 
government officials will be hard pressed to try to centrally manage pro- 
grams aimed at provincial and local levels. l 

All the same, longer-term centralizing trends in the country suggest that 
national elites will seek a role in the reconstruction process. Programs of 
national integration and development, contained in five-year plans, were 
mounted in the decade beginning with the mid-1950s. Although economic 
objectives were not fully realized, an extensive communications infrastruc- 
ture was built, education was extended to rural areas, and the bureaucracy 
expanded to absorb the newly educated, and to implement government 
programs. During the period of constitutional monarchy (1965-73) the 
experiment in democracy, in particular its parliamentary system, gave pro- 
vincial notables access to the bureaucracy in Kabul where they flocked to 
do business, usually seeking personal favors but also resources for local 
development. By the end of the authoritarian rule of Sadar Muhammad 
Daoud (1973-78), the competition between the khan’s authority and that 
of the central government through the wali or governor had been resolved 
in favor of the latter, largely because of the greater force available to the 
government. The Marxist Taraki-Amin government (1978-79) made the 
most determined effort to exercise control over the countryside from the 
capital. The regime failed because it overreached, pressing ahead with re- 
forms that were unpopular and that undercut local influentials. These pol- 
icies became prime factors motivating the insurrection against communist 
authority that began in summer 1978. 

The emergence of a viable postwar government in Kabul laying plans 
for reconstruction may be indispensable for Afghanistan to be a credible 
claimant for foreign assistance. Some international aid agencies find it 
awkward to work outside the authority of central governments. Assis- 
tance programs will necessarily have to adjust to the overall fragmentation 
of power in the country and therefore work with regional and local author- 
ities, but a distribution of resources that ignores the capital in favor of 
exclusively provincial channels is almost certain to undercut efforts to re- 
construct national institutions and lessen chances for political integration. 
Decisions by aid donors to funnel at least a portion of assistance directly 
through a central government could help strengthen ministries and be part 
of the overall, if necessarily slow, process of state building. As Carter and 
Azoy point out, “donors have to be careful that their efforts do not under- 
mine the government's attempt to promote unity."? There has to be con- 


2. Lynn Carter and Whitney Azoy, "Agriculture and Rural Reconstruction in Afghani- 
stan," a report prepared for the Cooperative Committee of PVOs, Peshawar, Pakistan, April 
18, 1988, p. 22. 
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cern that development resources do not simply become rewards that local 
notables employ in the traditional patron-client system. In the end, unless 
a central government plays a part in the emerging strategies for recon- 
struction, it will likely lack the resources with which to exercise authority 
outside of the capital and assert its claims to legitimacy. 

Plainly, the dual effects of the lengthy war—a stronger society and 
weaker state—pose basic problems for Afghan planners and others who 
will participate in the country’s rebuilding. In the unity forged by a jehad 
against the communists, many parochial differences, once so imposing, ap- 
pear to have diminished. An Afghan culture has become more Islamized 
and in the process gained new strength and vitality. Meanwhile, the state 
institutions associated with a failed monarchy and "royal" republic, and 
those imposed by a widely despised communist regime, have been ques- - 
tioned and more or less discredited. What remains is the choice of either 
an oppressive, centralizing authority of an Islamic state system, alien to 
many traditional Afghan social and political norms, or the hope that the 
political structures of a would-be state already present in the Afghan coun- 
tryside can be successfully superimposed on a traditional, segmentary soci- 
ety. Generous, sustained foreign assistance will improve the possibility 
that either kind of government can better meet responsibilities for postwar 
reconstruction. 


The International Community 

The recognition by the international community of an obligation to help 
resettle refugees and rebuild Afghanistan is matched only by fears that 
their aid activities will be politicized and competitive. Donors could get 
caught up in interparty struggles or in the expected rivalries between re- 
gional commanders and Peshawar leaders. There are frequent assertions 
that party loyalists, especially the more radical fundamentalists, have infil- 
trated the PVOs. In working with a postwar government, especially a coa- 
lition of elements, the private voluntary groups may become directly 
involved in quarrels over who should control the aid and where resources 
are to be distributed. At the same time aid resources may become an im- 
portant means by which national political leaders try to secure the loyalty 
of regional groups and individuals. 

The private voluntary agencies are expected to have a prominent role in 
the rehabilitation and reconstruction process. They have the experience 
and the personnel. A dozen or more PVOs were engaged in cross-border 
operations in 1988, providing goods and services in mujahideen-controlled 
territory. Reflecting the administrative capacity and financial resources of 
the aid organizations, the PVOs have not as a rule undertaken comprehen- 
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sive aid operations. Instead, they have focused ectivities on selected vil- 
lages at the district level or province-wide where the toleration and often 
the direct cooperation of resistance commanders could be arranged. Ob- 
servers expect that the most effective future aid model will also resemble a 
mosaic in its spatial distribution of aid activities and groups. At least ini- 
tially, the principal goal of the PVOs is one of trying to restore Afghani- 
stan to the level of economic self-reliance that existed before the conflict 
became intense. Programs are bound to emphasize agricultural rehabilita- 
tion and stress consumables and, save for road reconstruction, avoid large 
infrastructural projects. Aid groups are anxious to upgrade health and 
education, but are less concerned with redistributive policies such as in 
land reform; nor are they likely to undertake social engineering. 

Although PVOs profess no interest in trying to influence the political 
structure, the aiming of most reconstruction activities at the local level no 
doubt helps to enhance the status and consolidate the positions of local 
commanders and notables. As already suggested, these could work against 
regional coordination and, later, the implementation of a cohesive state 
Structure. PVOs have also shown a preference for popular participation in 
assistance programs and encourage the- involvement of village councils, 
where they exist. Programs are considered more likely to succeed if peas- 
ants have a say in decisions affecting their livelihoods, and a popular base 
of support gives relief organizations some security in the event they strike 
deals with local commanders who fail to survive politically. 

Various rehabilitation strategies are under consideration. Many involve 
the concentration of assistance in those areas heving the greatest agricul- 
tural potential in order to be able to feed the mos: people. There are sound 
arguments for directing resources to areas with the strongest absorptive 
capacity, those with more administratively effective local mujahideen lead- 
ership. Trying to rehabilitate in the near term the most devastated areas, it 
is argued, will consume enormous amounts of resources? PVOs would 
prefer that better-off farmers, those capable of producing farm surpluses 
and obtaining credit, be encouraged to return first. Failing this, the relief 
organizations may be forced to adopt a triage approach where farmers 
within easier reach of assistance groups will receive the bulk of the aid. 
The idea is to aid those who can best survive and hope others will delay 
their return until levels of production are sufficient. A near consensus ex- 
ists among aid groups that “soup kitchen” operetions, best associated with 
massive international relief efforts as in Cambodia and the Horn of Africa, 
must be avoided in Afghanistan. Just a few large distribution centers 


3. Ibid., pp. 25-26. 
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would in all likelihood recreate camps across the border and leave highly 
dependent populations at points far removed from their villages and 
towns. Merely to shift such camps from Pakistan to Afghanistan could 
also have the effect of drawing back the refugees prematurely. Without 
regional distribution centers it will be necessary to create, at least for a 
time, hundreds of distribution points, a prospect that is certain to require a 
large administrative apparatus. In any case, the generous distribution of 
commodities, such as wheat, almost certainly will have a depressing effect 
on prices, acting as a disincentive to food grain production within Afghan- 
istan. As in any foreign aid program, some distortions of the national 
economy are almost inevitable. 

Working with PVOs, local commanders are expected to become directly 
involved in community projects such as the repair and rebuilding of irriga- 
tion systems. But without the recreation of the credit system, farmers will 
be unable to buy seeds, fertilizer, livestock, etc. The traditional credit sys- 
tem depended heavily on local money lenders, most of whom fled. After 
returning, few will have the capital to help finance the recovery. To some 
degree, the mujahideen commander has already replaced the village khan 

-in providing credit but, given the scale of credit now needed, outside fi- 
nancing is imperative almost everywhere. Methods have to be devised to 
“feed” the credit system, either through central institutions or local ones, 
formal and informal.* Government ministries are not a promising means 
in the near term, and PVOs' participation in local credit facilities would 
quickly tax their administrative reach. Subsidies, perhaps in the form of 
goods, may have to precede credit as few farmers will have the collateral 
necessary to obtain loans. Commodities can also be distributed, possibly 
through work-for-food programs. Those not consumed may be converted 
to cash-or bartered in order to give rural people immediate buying power 
in local markets. 

Cooperation among PVOs in assessing the needs of the refugees and in 
determining priorities is critical to an efficient and effective postwar pro- 
gram. Until now the relatively few groups, largely engaged in independent 
operations, have been able to avoid serious overlapping and disagreements. 
But with the prospect of many more groups, expanded activities for those 
in the field, and far more financial resources available, the potential for 
overlapping and even conflictual relations among the private and govern- 
mental groups is greatly increased. It remains to be seen whether they can 
divide up aid responsibilities functionally and geographically and, in view 
of their sometimes different development strategies and organizational 


4. Peter Rees, "Responsible Aid for Afghanistan," paper prepared by Afghanaid (a PVO) 
suggesting proposals for repatriation and reconstruction, Peshawar, Pakistan, May 1988, p. 9. 
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goals, avoid working at cross purposes. By mid-:988 some 40 PVOs, both 
those with cross-border activities in place and those planning to enter with 
new programs, had formed the Agency Coordinating Body for Afghan Re- 
lief (ACBAR). Cooperation among heads of several Peshawar-based 
groups involved in the agriculture and health fields had been taking place 
for some time, but an expanded and more formal effort to coordinate and 
assist refugee repatriation and rehabilitation projects was thought neces- 
sary to assure a maximum use of resources and a minimum of friction. A 
similar. umbrella organization was formed in Beluchistan. ACBAR’s or- 
ganizers were particularly anxious to avoid competition for expected 
United Nations funding. 

As the single largest bilateral donor and with extensive experience in 
agricultural development programs, the U.S. Agency for International De- 
velopment (USAID) is expected to be a key player in rehabilitation and 
reconstruction within Afghanistan.) Several PVOs currently accept 
USAID funding, some quietly through subcontracting. PVO officials, usu- 
ally idealistic and sometimes nationally oriented, have often critical views 
about those governments associated with Afghan relief, especially the U.S. 
and Pakistan. A general complaint lodged against the U.S. has been its 
apparent willingness, together with Pakistan, tc allow a disproportionate 
share of the funding in refugee aid operations to go to the most radical 
elements in the resistance. 

UN agencies, especially the World Food Program and the United Na- 
tions Development Program (UNDP), are also expected to be critical for 
the success of cross-border assistance programs. Because the UN nor- 
mally conducts programs with the approval and cooperation of officials of 
member states, its relief and development agencies maintained representa- 
tion in Kabul throughout the war (in offices manned largely by East 
Europeans) as well as in the areas of refugee encampment in Pakistan.® 


5. Although attention is usually given to the U.S. military contribution to the mujahideen, 
the U.S. has been supporting rehabilitation in Afghanistan since 1986. In a USAID program 
that began that year and was kept largely under wraps at the instance of the Islamabad 
government, financing was provided in mujahideen controlled areas of Afghanistan for edu- 
cational materials and services, basic health services through clinics, agricultural inputs and 
rehabilitation, commodities and cash, and projects to improve transport. By mid-1988, at 
least a thousand Afghans were employed in the field. In health, for example, there were 54 
clinics with 569 health workers, expected to increase to 750. This included 40 nurses and 29 
doctors operating in the country. There are about 1,000 schools. The $60 million program 
has used PVOs as contractors and subcontractors and is expected to continue its programs in 
the postwar period even while contributing to an international effort. 

6. In Iran, the Afghan refugees had not been confined to camps or a specific section of the 
country but had been encouraged to find residence and employment throughout Iran. 
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For fear of offending the Soviet Union, UN agencies that normally are 
involved in health, education, food, and economic development programs 
ignored Afghans in the mujahideen-controlled countryside, even refusing 
to collect data about their condition. All this abruptly changed in the first 
months of 1988; the UNDP, the High Commissioner for Refugees 
(UNHCR), and other UN agencies rushed to the drawing board for ways 
to spend money inside the country.’ These initial plans were criticized as 
unrealistic, hurried, and largely borrowed ideas. Very little concern was 
given to delivery programs and what aid the resettled refugees could in 
fact absorb efficiently. 

By midyear a UN Coordinator for Refugee Resettlement, Prince 
Sadruddin Aga Khan, was appointed to coordinate all the public and 
private Afghan relief activities. As an "aid czar,” he was designated to 
bring together the efforts of the several UN agencies, the PVOs, and those 
donor governments likely to participate in resettlement and rehabilitation. 
Prince Sadruddin announced his intention to raise from UN member states 
more than $2 billion for a three-to-four-year program. The relief agency 
community was initially dismayed at the UN figures, calling them unreal- 
istic. They pointed out that the United States, allocating about $60 million 
yearly in cross-border aid, was already having trouble overcoming logisti- 
cal and other problems in spending the funds. In fact, the international 
appeal was not based on a detailed aid blueprint or budget, but was rather 
the coordinator’s way of capitalizing on the peace momentum and drawing 
attention to the UN program. There was reason to act quickly: without 
the commitment of funds from donor countries, interest in relief efforts 
might fade once the Soviets had left Afghanistan.’ International concern 
for Afghanistan would surely evaporate, it was believed, if the resistance 
groups began openly fighting among themselves following a communist 
defeat. 

The UN continues to struggle with a diplomatic problem. Although 
Najibullah’s Kabul government controls no more than a small fraction of 
the countryside, how are UN agencies to avoid giving it assistance also? 
There are, after all, real needs for relief in the larger towns and cities. The 
UN has insisted that it will not favor one side or the other politically, that 
it would be free of political constraints.° But any assistance channeled 
through or otherwise made available to the Kabul government can con- 


7. The previous year, with the approval of all parties in the conflict, an immunization 
project aimed at children was inaugurated by the U.N. Children's Fund (UNICEF). The 
project was budgeted at less than $2 million. 

8. The International Herald Tribune, June 21, 1988. 

9. Muslim, Islamabad, June 6, 1988. 
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ceivably strengthen that regime politically if not militarily, and this has 
been resisted by the mujahideen leadership and Western donors. The UN 
coordinator gained mujahideen approval for an airlift of food and 
medicines into Kabul in early February 1989 only after a pledge of the 
simultaneous delivery of far more humanitarian supplies to resistance con- 
trolled zones.!° Lacking the necessary personnel or familiarity with the 
Afghan countryside, the UN will be obliged to contract with experienced 
private voluntary organizations for many programs. Any suggestion that 
PVOs funded by the UN might be cooperating, even indirectly, with the 
Kabul government could delegitimize their operations and jeopardize their 
workers in the field. The PVOs have further concern in working with the 
UN. In sharing their information with the UNHRC and other UN agen- 
cies, they understandably fear that sensitive data passed to UN headquar- 
ters in Geneva could eventually be transmitted to Kabul. The aid groups 
have had to be reassured that information that might compromise the 
resistance forces and their supporters in Afghanistan is withheld from Ge- 
neva. 

Until now, less than half of the overall assistance designated for Afghan- 
istan is believed to have gotten through to the intended recipients. The 
rest is thought to have been siphoned off by strategically placed groups and 
individuals in Pakistan, including some government officials. One of the 
more serious problems, particularly as additional groups undertake activi- 
ties in Afghanistan, is the extensive corruption among Pakistan’s border 
police and resistance leaders in Peshawar. In order to secure safe passage 
for supplies and aid workers, bribes are increasingly being paid. Concern 
has been raised that rival commanders or political parties may try to con- 
trol important transportation routes and that brigandry may also affect the 
price and movement of supplies.!! Resistance groups in some areas are 
said to “auction” the right for the relief agencies to operate in territory 
under their control.!2 By and large, the international groups have kept 
quiet about the abuses, fearing a backlash from donor governments and 
individuals. Many relief agencies are looking to the UN, as promoter and 
coordinator of aid to Afghanistan, to pressure Pakistan to crack down on 
corruption in areas where its authority extends. 


10. New York Times, February 3, 1989. 

11. Rees, “Responsible Aid,” p. 4. 

12. Edward Girardet, Christian Science Monitor, September 7, 1988, and New York PN 
August 31, 1988. 
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Pakistan’s Involvement 

It has long been assumed that Pakistan, with its major stake in the out- 
come of the war, would become a key player in the politics of a post-Soviet 
Afghanistan. Throughout the conflict and indeed even before the 1979 
Soviet invasion and the 1978 communist coup, Pakistani governments had 
financially aided and given sanctuary to Afghan dissidents. By serving as 
the conduit for outside assistance to Afghan refugees in Pakistan and al- 
lowing the mujahideen a base from which to launch armed forays and sup- 
ply those fighting across the border, the Pakistani authorities acquired 
enormous influence over the course of the war. Commitment to the Af- 
ghan cause could not be entirely separated, however, from Pakistan’s own 
concerns about its security and well-being. 

The impact of Afghan refugees on Pakistan’s economy has been both 
burden and blessing. The enterprise and material success of the Afghan 
community has long generated resentment among those Pakistanis com- 
peting for jobs and business, and the refugees are regularly blamed for high 
prices and civil disorder. At the same time, their presence provides a com- 
petitive, capable work force and strong stimulus to the economies in the 
Northwest Frontier Province and Baluchistan. The Afghans have drawn 
money into the local economies from funds targeted for camp relief and 
diverted from the war. Even after the mass of refugees departs, many 
prosperous Afghans will, as a form of insurance, maintain financial inter- 
ests in Pakistan. Pakistan publicizes its claim that the economic cost of 
maintaining the refugees runs to about one million dollars daily. If so, this 
represents a major drain on the nation’s budget. But the figure is probably 
exaggerated.!? Moreover, in payment for Pakistan's resolve in the Afghan 
war, it earned handsome foreign assistance and President Zia collected im- 
portant political dividends. Contributions to refugee relief aside, U.S. eco- 
nomic and military aid to Islamabad alone has amounted to over a half 
billion dollars yearly. Zia’s opposition regularly claimed that U.S. fund- 
ing, as much as any factor, allowed the general to retain power for 11 
years. While U.S. strategic interests in Pakistan will no doubt outlast the 
Soviet withdrawal from Afghanistan, some decline in direct aid is antici- 
pated with the war’s end. 

Pakistan’s military has been directly involved in refugee and resistance 
politics, and its Inter-Service Intelligence (ISI) branch is widely believed to 
micromanage the mujahideen in Peshawar. The seven-party alliance prob- 
ably owes its existence to the insistence of Pakistani authorities that the 


13, Robert G. Wirsing, “Repatriation of Afghan Refugees,” Journal of South Asian and 
Middle East Studies, 12:1 (fall 1988), p. 36. 
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exile groups minimize their disputes—on several occasions, Pakistan's 
agents kept the fractious grouping from breaking apart. The ISI has fa- 
vored in its arms distribution the more fundamentalist members of the 
party alliance, most of all the Hezb-i-Islami led by Gulbuddin Hekmatyar. 
In addition to providing the party with military equipment, it also facili- 
tated the Hezb's efforts to mobilize support in the refugee camps. Paki- 
stan's clear bias followed logically from the Zia ul-Haq regime's pragmatic 
alliance with domestic right-wing Islamic elements, namely the Jama'at-i- 
Islami Pakistan. Pakistani authorities (and the Saudis and Kuwaitis too) 
also prefer aiding Afghans who champion pan-Islemic views to those par- 
ties emphasizing nationalism and liable to revive the dream of an in- 
dependent Pathan state. The view throughout the conflict that the 
militant Islamic resistance parties were better organized, more effective 
fighting units also kept the U.S. from objecting to Pakistan's favoritism in 
distributing weapons. 

But Pakistan's policies in channeling aid had been, above all, to create 
political debts. General Zia hoped to buy insurance that resistance forces, 
should they be based indefinitely in Pakistan, would never become a mili- 
tary threat to it. Or, in the event of a mujahideen victory, Pakistan could 
expect warm ties with an Islamic-oriented government in Kabul and have 
its cooperation in promoting and, if necessary, pressuring the return of 
refugees. It was believed to be in Pakistan's interest to have a weak post- 
war Afghan state that, in its preoccupation with internal problems and 
dependence on Pakistan, would be in no position to revive older adver- 
sarial issues, invite heavy Soviet influence, or establish close ties with In- 
dia. The strategy of General Zia was flawed, however, to the extent that it 
assumed that government agents could exercise as much influence on Af- 
ghans in their own country as they had wielded within Pakistan's borders. 
With the military initiative vested in regional commenders, the ascendance 
of a fundamentalist party in the capital able to guerantee good relations 
with Islamabad was always doubtful. Even among those resistance leaders 
who have directly benefited from Pakistan's favors, few are likely to be 
seen in a postwar period as willing tools of the Pakistanis. By openly sid- 
ing with parties like Hezb, moreover, Pakistan has backed a faction that is 
accused by its enemies of devoting more of its efforts to undermining other 
parties than to fighting the Soviets and Kabul government forces. 
Hekmatyar's advantage in a future contest for power would seem to be his 
tightly knit organization, his dedication to a cause, end his willingness to 
be utterly ruthless—in short the Leninist model. But these qualities are 
probably insufficient in light of the contempt for him by virtually every 
other leader and element in the resistance. Recognizing this, the Is- 
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lamabad government had begun before Zia’s death to work directly with 
several regional commanders, channeling money and weapons, especially 
into areas where the Peshawar parties have little following. 

General Zia’s departure could have meaning not just for the Afghan 
resistance effort but also for Pakistan’s future political objectives with Af- 
ghanistan. Without Zia, the more radical groups and the Afghan cause 
have lost a dedicated defender and a valued spokesman to the international 
community. Had Zia’s death preceded Moscow’s decision to withdraw, 
his successors might have soon succumbed to the Soviet campaign of 
destabilization and intimidation against Pakistan, and reached an agree- 
ment in Geneva partial to the communists in Kabul. Even among political 
leaders who had criticized Zia’s Afghan policies, including now Prime 
Minister Benazir Bhutto, most would concede that Pakistan’s steadfast 
policy of aiding the resistance elements succeeded. Any weakening now of 
support for the mujahideen can only delay, perhaps preclude, the refugees’ 
return. 

The Bhutto government will be more likely than its predecessors, how- 
ever, to agree to a broad-based government in Kabul. It has been active in 
trying to win approval internationally as well as among the resistance for 
an acceptable interim political arrangement. Although some Pakistanis 
still feel that their country has earned the right through its assistance to 
the mujahideen to play a role in shaping a future Afghanistan, there is 
generally less interest in direct involvement in post-war domestic politics 
and, specifically, the composition of a future government in Kabul. Inti- 
mate links between elements in Pakistan’s military and security service and 
the more extreme fundamentalist parties have still to be uncoupled, !* but 
in place of a strategy that hoped to profit from internal disunity, Pakistan’s 
current leaders are likely to be more concerned that Afghanistan avoid 
fragmentation and civil strife and be assisted in state-building. An in- 
dependent and nonaligned Afghanistan is increasingly seen as consistent 
with Pakistan’s unburdening itself of the social, economic, and political 
consequences of the conflict. With a broader eye toward regional security, 
Prime Minister Bhutto may settle for more uncertainty with Afghanistan 


14. That the intelligence service remains influential in resistance politics is evidenced by its 
pivotal role in the creation of a resistance shura, a representative council of various noncom- 
munist groups in and outside Afghanistan intended to put in place a transitional government 
before the Soviet departure (Christian Science Monitor, February 6, 1989). According to re- 
ports, the ISI, acting somewhat independently of the Foreign Ministry, was still sending “ad- 
visers” into combat zones in early 1989 (Foreign Broadcast Information Service, Daily 
Report, Near East and South Asia [hereafter FBIS, DR/NESA], February 2, 1989, p. 70). 
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as the price for Pakistan's improving its relations with the Soviet Union 
and India. 


Soviet Influence 
Well before the 1978 coup and invasion of 1979, the Soviets had fostered a 
colonial-like relationship with Afghanistan. As Noorzoy writes, "The ba- 
sic mechanism for creating this dependency was a selective aid policy and 
development of a growing volume of bilateral trade that increasingly tied 
the Afghan economy to that of the Soviet Union."!5 In classic dependency 
terms, Afghanistan was the periphery providing raw materials and miner- 
als in exchange for Soviet manufactured goods. There were low prices for 
Afghan natural gas and high prices for Soviet export of greater value- 
added products to Afghanistan, especially refined petroleum and petro- 
leum products. The rapid expansion of trade, discriminatory pricing in 
barter exchanges, and the broad expansion of credit and debt all were in- 
tended to foster Afghan economic dependence. The goal was to create an 
economy complementary with that of the USSR, and assure that the Soviet 
Union alone had access to major Afghan mineral and energy resources and 
could actively pursue oil and gas exploration.!6 

By 1984 it was estimated that 8896 of all external aid came from 
COMECON countries, of which 76% was from the Soviet Union.!? India 
alone among the non-COMECON countries remained an aid donor of 
some importance. Largely in the form of grants in aid, the Soviet support 
provided roughly three-quarters of the income for the state budget. Total 
commodity support in a grant package provided Kabul in 1987 brought 
the total since 1980 to $1.4 billion. As of 1985, the debt to the Soviets was 
$1.763 billion and was estimated to be in excess of $2.1 billion by the end 
of 1986. Much of the aid was being used to pay the debt. Noorzoy and 
others contend that rather than Afghanistan's being an economic drain on 
the Soviet Union during the post-1979 period, Afghanistan in reality bore 
much of the military costs of the conflict under the rubric of international 
trade and, “in any case, the Soviets expect to make economic gains in the 
long run."!? Imports were also weighted strongly toward the Soviet 
Union in the 1980s. After 1978 the Soviet share doubled, making up about 
' 65926 of Afghanistan's imports. These included the three categories of im- 
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ports—commercial, project-aid-financed, and commodity-aid-financed. 
Phosphates have come from the USSR as have sugar imports. Soviet sup- 
plied wheat was particularly important in the 1980s with trade thought to 
be at least 200,000 tons annually. In general, food imports were up 
sharply, although their share of the total import bill remained about 14%. 
By the beginning of 1987, the cumulative balance-of-trade deficit with the 
Soviet Union was in excess of $2.1 billion.!? 

Even during the process of withdrawing military units and loosening 
political ties, there was no relaxation in Soviet interest in Afghanistan's 
economy. A policy of economic integration between the two countries had 
been a major strategy during the Soviet occupation, leaving open the possi- 
bility of a virtual absorption of the country into the Soviet economic 
sphere. Once the Kabul government was asked by Moscow to go it alone, 
economic assistance to the cities had to be stepped up in order to avoid 
disintegration of the regime before the Soviets had made an orderly mili- 
tary exit. Agreements postponing payments on debts and long-term cred- 
its in this period were necessary to sustain the fiction that a Marxist-led 
government of reconciliation was still possible. Protocols and contracts 
involving commodity financing and economic development were still being 
signed between Moscow and Kabul late into 1988.2° Even with the even- 
tuality of the communist regime’s defeat and installation of a resistance 
dominated regime, economics will afford leverage for the Soviets. Afghan 
exports, other than opium, have their natural markets in the Soviet Union 
and Eastern Europe. Although some imports critical to Afghanistan can 
be bought from noncommunist sources, such vital commodities as wheat 
flour for Kabul’s bread, and gasoline and kerosene for transportation, 
heating, and cooking are bound to be in short supply, dangerously so if 
Soviet shipments were to be cut off suddenly to the war-swollen capital’s 
2.2 million residents. 

The Soviets’ careful development of an economic infrastructure in the 
northern part of the country is at the center of its strategy. During the 
period of Soviet intervention, the north became the major recipient of 
Moscow’s economic aid package that had as its centerpiece a ten-year, 
$150 million project connecting Afghanistan to the Soviet power grid. The 
Soviets also began construction of a railroad from their border to several 
major cities in the north. An estimated 95% of foreign trade in the north- 
ern provinces is with the Soviet Union. Half the value of all Afghan im- 
ports is generated by the sale of natural gas to the Soviets, and some 40% 
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of the country’s budget in the 1980s is supported by the gas sales.?! In 
addition to this power supply system to the cities of Mazar-e-Sharif and 
Kunduz and’ the construction of an oil pipeline from Pul-e-Khumri in 
Baghlan Province, the Soviet Union created new realities expected to steer 
the policies of a future Afghan government.?? Inroads into the economy of 
the northern provinces could leave local populations exposed to ideological 
influences long after the Soviet military's departure. Conceivably, the So- 
viets might use their penetration in the north in a strategy deliberately 
designed to weaken the central government. More probably, should Af- 
ghanistan enter a period of fractious politics, the northern provinces would 
provide a useful buffer zone. Moscow is expected to capitalize on the 
traditional suspicions of the country's Pushtun majority that is felt by the 
north's ethnic groups. Soviet influence in the north would force any new 
government to hesitate before undertaking policies unfriendly or threaten- 
ing to Moscow, but rather than an antagonistic regime in Kabul, the Sovi- 
ets have better reason to expect that a new government will quickly 
conclude that for Afghanistan's economy to be viable much of the depen- 
dence on its communist neighbor already built over three decades will 
have to be retained. 


Postwar Prospects 
The next generation of Aghans will be a more difficult people to govern. 
The segmentary society had always held central rule or any authority at a 
distance to be suspect and avoided when possible. While competing pri- 
mordial allegiances have eroded somewhat, the individual Afghan is also 
less passive, more politicized. Exile has established higher expectations 
about government that will make resettled Afghans less easily satisfied, 
more critical, and more distrustful of those exercising authority. Rural 
and city dwellers alike can be expected to demand services that previous 
Afghan governments were not accustomed to providing. To the extent 
that these individual and group expectations go unmet, the conditions are 
created for future political instability. Despite the obstacles, rehabilitation 
and reconstruction will probably not get very far without some progress in 


21. New York Times, May 20, 1988. 
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marketing of Afghan oil. No future government in Kabul will tolerate, as in the past, not 
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state building. Recovery requires, of course, international aid benefactors 
providing financing and expertise that, with other factors, will be mostly 
beyond the control of Afghanistan’s new rulers. However, the effective 
mobilization of available domestic resources and cooperation in the task by 
local as well as a national Afghan leadership is also indispensable. Most of 
all, useful foreign ideas and resources will make little impact in the absence 
of reinvigorated institutions and political restructuring rooted in both the 
indigenous culture and the changes of the last decade. 

A major challenge to central and provincial authority is bound to be its 
ability to absorb the mujahideen fighters. What will happen to a half gen- 
eration of young men who have had only one occupation—waging war? 
They lack many of the skills required for farming and perhaps the interest 
as well. Will they become somebody’s militia in the future? How can they 
be absorbed by the new society? With so many weapons available, many 
mujahideen may choose banditry, always a scourge in the countryside. 
Ideally, one would want to mobilize former warriors for development re- 
lated activities and, with international assistance, train them in essential 
skills. Extension workers in agriculture and health, and qualified people in 
construction are certain to be in short supply. 

In all likelihood the postwar economy will be a mixed one, containing 
traditional commercial practices, the remnants of the late monarchy’s state 
capitalism, the legacy of more than a decade of socialism, and the eco- 
nomic strictures of Islam. During the monarchy a number of larger indus- 
tries were in the state’s hands, none of them conspicuous successes, and 
Daoud accelerated the trend toward nationalization in manufacturing. 
The association of larger private enterprises with illegal foreign exchange 
dealings and other forms of corruption prompted some criticism of govern- 
ment policies. Under the Marxists state ownership.increased, though agri- 
culture and transportation remained largely in the private sector. The 
Soviets invested large sums in several agricultural collectives with little to 
show for it. Whatever the composition and philosophy of the future lead- 
ership, it is expected to sanction private property and hold a traditional 
view of a limited government role in the economy. Even with the private 
sector preeminent in the postwar period, however, a government may feel 
obliged to set floor prices for major crops in order to protect farmers’ in- 
comes. In an effort to establish goals and steer the economy, the state will 
also continue to control some larger industrial enterprises. Otherwise it 
can be expected to interfere only minimally in the market. It remains to be 
seen to what extent a more liberal economy will also require an open polit- 
ical system. 
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Despite the expected religious tone in the Afghan domestic political dia- 
logue, a radical, fundamentalist regime on the Iranian model is improb- 
able. The debate occurring among ruling circles in the Islamic Republic 
over the confiscation of landed property and state control of the economy, 
among other issues, is unlikely to have its counterpart in Afghanistan. 
The diffusion of power that will probably characterize postwar Afghan 
politics will no doubt contribute more than ideology to establishing the 
country’s economic priorities and will have the mcst direct bearing on the 
sectorial allocations and redistributive policies in the postwar society. As 
yet, no clear differences in economic programs are evident among the 
likely contenders for power. Particularly if the resistance's field: com- 
manders gain a powerful hand in shaping the new regime, flexible domestic 
policies and considerable variability in the implementation of laws can be 
anticipated. The differences among the provinces, including the degree of 
devastation in the war, will also preclude uniformity. 

While a new government can be expected to be sensitive to the issue of 
exploitation, land reform as an issue will be approached cautiously, not 
only for political reasons but out, of concern that agricultural productivity 
must not be sacrificed to abstract principles. Because so many civilians 
were killed and some rural people may not return to their districts, dis- 
putes over land ownership are bound to arise. More serious, during the 
communist rule land was distributed to those landless peasants whose sons 
voluntarily joined the army or were in units of the Ministry of Interior, 
which included KHAD, the secret police. These holdings and other 
changes of land title that were mandated by laws of the Kabul government 
are likely to revert to earlier owners or their relatives. Without a policy of 
consolidation, rationalization, and modernization of production, however, 
these agricultural lands are at best able to produce crops sufficient to keep 
individual families alive, not to contribute food surpluses to the society. 

Technical personnel for reconstruction will be in great demand. A 
prime indicator of the priority a new regime gives to rebuilding the coun- 
try may be its willingness to absorb skilled Afghans employed by the com- 
munist government, large numbers of whom were trained in the Soviet 
Union. Even if many are retained, foreign nationals will be needed to re- 
place the thousands of Soviets who have been providing the administrative 
and technical know-how in those ministries concerned with planning and 
the economy. As many as 100,000 educated Afghans, including engineers 
and doctors, are living in exile, but few are likely to elect repatriation 
before a secure political and economic environment is created. The orien- 
tations of a postwar government will also determine the availability of per- 
sonnel for rebuilding the country. Certainly were it to be dominated by 
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radical Islamists, a technological elite would be deterred, perhaps even 
prevented from returning. Unlike Iran, Afghanistan has too few trained 
people-to afford careful examination of religious credentials. 

In all probability, Afghanistan will be invited to join the economic asso- 
ciation of South Asian countries, SAARC. Despite the present bitterness 
felt among Afghan resistance leaders toward the Indian government for its 
continued collaboration with the communists in Kabul, a postwar Afghan 
leadership cannot ignore the large Indian economy in its calculations. An 
, Afghanistan anxious to limit its economic reliance on Pakistan, lest it be- 
come politically beholden as well, must sustain economic ties with India. 
In particular, the past unreliability of access to Karachi’s port facilities 
remains a vivid memory for the Afghans. Western Afghanistan also has 
traditionally maintained economic ties to Iran, and a more pragmatic post- 
Khomeini Iran could return to its once economically supportive role, if 
also patronizing attitude, toward Afghanistan. Not inconsequentially, Af- 
ghanistan’s fuel oil requirements could be met in part by Iran. Above all, 
economic links to regional states, in addition to aid and investment by 
Arab countries and the West, will be welcomed as a means to offset an 
expected heavy Soviet role. 

A future Afghanistan can be expected, then, to revive older external 
relations while again internalizing its domestic political conflicts. Afghani- 
stan’s regional and strategic role will probably come to resemble a not too 
distant past. In a revival of sorts of the Great Game, the country will be 
penetrated by major powers that find greater advantage in keeping Af- 
ghanistan unaligned than in trying to bend it to their will. A postwar 
regime in Kabul will return to the business of seeking to balance its aid 
and trade, and may in time revert to a northward tilt. A harbinger of 
possible Soviet acquiescence to a restored antebellum superpower coopera- 
' tion toward Afghanistan's development is the unexpectedly large pledge by 
Moscow in October 1988 of $660 million toward the UN's recovery pro- 
gram. 

Humanitarian needs in resettlement and rehabilitation will keep interna- 
tional attention focused on Afghanistan for some years. A civil war, 
should it occur among resistance armies, would also hold the country in 
' the limelight. But over the longer term Afghanistan will probably occupy 
about the same modest place in global consciousness that it had prior to 
1979. In view of the human tragedy and physical destruction of the 1980s, 
relinquishing the center stage will come as a welcome change. 
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They [Muslims] were spreading like a cancer and should be oper- 

ated upon like a cancer. The... country should be saved from the 

Muslims and the police should support them [Hindu Maha Sangh] 

in their struggle just like the police i in Punjab were sympathetic to 
the Khalistanis. 

Bal Thackeray, Shiv Sena leader of Bombay, 

in India Today, June 15, 1984. 


Rightly or wrongly, the Congress in fact robbed the Hindu majority 
of its legal right to succeed the British Raj. With Hinduism as its - 
religion, India could have been a truly secular state. .. . Intention- 
ally or otherwise the move of Nehru's reduced the Hindu majority 
to an impotent political nonentity, a game that has been played by 
successive Congress regimes to perpetuate its rule—and that too on 
the strength of Hindu vote. ' 
Amar Zutshi, “Politics of Secularism,” 
Statesman Weekly, November 22, 1986. 


' Statements like these are typical of the rising tide of 
Hindu militancy in India. They represent two different spectrums of In- 
dian society. Bal Thackeray, a politician, who as Shiv Sena leader once 
operated only on the fringes of Indian politics, now heads the party that 
runs local government in Bombay. Zutshi, a north Indian intellectual, ad- 
vocates Hindu chauvinism in the Statesman, one of India's most respected 
and independent newspapers. The assertion that India is the natural 
homeland of Hindus finds a resounding endorsement even among India's 
Westernized middle classes who previously supported Jawaharlal Nehru's ` 
concept of a secular democracy. Khushwant Singh, India's noted journal- 
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ist and a Sikh historian, observed that “Hindu intellectuals instead of op- 
posing this [Hindu militancy] strongly have provided the leaders of the 
‘trishul culture’ a certain amount of legitimacy by giving learned reasons 
why this has come about.” He especially cites the names of such well- 
known authors and intellectuals as Girilal Jain, Vinod Mehta, and N. C. 
Menon, “whose writings in the last two years have provided justification 
for the aggressive attitudes of Hindu militants.”! Although Khushwant 
Singh may be overstating the Hindu intellectuals’ support for Hindu mili- 
tancy, there is little doubt that in today’s India Hindu communalism has 
received the respectability that would have been unacceptable only a few 
years ago. 


Secularism and Democracy in India 
It has been argued that neither secularism nor democracy are rooted in 
Indian society and culture: Indians are a deeply religious people and for 
many of India’s religious minorities, especially Muslims and Sikhs, there 
can be no separation of politics and religion. Even men like Gandhi, who 
called themselves secular, “thought poorly of those people who wanted to 
keep religion and politics separate. Those who believed in such separa- 
tion,” he said, “understood neither religion nor politics.”2 Gandhi, how- 
ever, sought to counter communal politics by being equally respectful to 
all religions, and by incorporating symbols of various religions in his pub- 
lic prayers and other rituals. In this approach secularism is defined as an 
“area in which the Government, the political parties and the people will 
work together to find a happy balance between religious beliefs and con- 
science on the one hand and the demands of the modern society on the 
other."? This might not have been Gandhi’s intent, but many intellectuals 
thought that this is what Gandhi meant when he sought to counter com- 
munalism in politics. Although Gandhi's approach in dealing with com- 
munal aspects of Indian politics was rooted in the folk culture of India, it 
was not only nonmodern in its meaning of secularism* but was also im- 
practical in a plural society where social mobilization was taking place on 
the basis of subgroup identities. It was Nehru's concept of secularism, 


1. Khushwant Singh, “Hindu Revivalism," Ilustrated Weekly of India, December 7-13, 
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low-status non-Brahmanic, commercial and peasant culture of India as genuine Hinduism.” 
At the Edge of Psychology (New Delhi: Oxford University Press, 1986), p. 72. 
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based on his commitment to humanism and the rational organization of 
society, that became the guiding post of the new state. “Nehru’s resolute 
nationalism and his commitment to a 'scientific temper' in effect denied the 
relevance of religion to a national political identity. The secular policy 
that he fashioned for the Indian National Congress became the dominant 
political paradigm after independence." 5 

India is a plural society. Subnational identities based upon language, 
culture, and religion are pervasive, and they impede the development of a 
homogeneous political culture. Steeped in the liberalism of the nineteenth 
century on one hand, and influenced by the nationalist ideologies of twen- 
tieth century Europe on the other, the leaders of the freedom movement in 
India placed emphasis on a common cultural and historical background to 
unite Indians. In many ways they underestimatec the strength of primor- 
dial loyalties that provide a strong basis to subnational identities of various 
communities. 

The partition of India on the basis of religion was a serious setback to 
the nationalist ideology based on secularism and pan-Indian cultural ele- 
ments that was propagated by leaders of the freedom movement. Never- 
theless, this did not deter them from adopting liberal, democratic 
institutions along with the principles of federalism. Such a polity, they 
believed, would provide suitable outlets for the utilization of creative ener- 
gies as well as for the satisfaction of the political ambitions of regional and 
local elites. They were convinced that if people could participate in the 
political process, they would rise above religious and ethnic identities; na- 
tional unity thus would be consolidated, and the pan-Indian national iden- 
tity created by the nationalist movement would be further strengthened. 
Moreover, they thought that this was the most practical approach to the 
delicate task of nation-building in a culturally and socially plural society. 

Influenced by the experience of European nations and Marxist thinking, 
Nehru believed that industrialization would erode the influence of religion. 
Ethnic and religious loyalties would be gradually replaced by class identifi- 
cation. Nehru perceived that economic factors aggravated social conflicts. 
With modernization and economic development, the influence of religious 
and ethnic leaders would decline. He believed that if a traditional society 
like that of India sets its course of development on the basis of science and 
technology, secularism would become the norm cf politics. In the post 
World War II intellectual environment, these assumptions were supported 
by social scientists and public policy analysts. Scholars like Neil J. 
Smelser, Talcott Parsons, S. N. Eisenstadt, and Edward Shills held that 
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constant interaction between cultural norms and the value structure of the 
.center and periphery would result in integration of the peripheral commu- 
nities into a larger national network based on a cohesive value system. 

Recent developments in many Third World countries, including India, 
as well as in many advanced industrialized countries show that these as- 
sumptions both of the social scientists and Westernized political elites have 
failed to materialize. In the absence of a common value system and uni- 
versally accepted ideological goals, electoral politics in an open and com- 
petitive society like India's not only consolidates the existing divisions 
within the society but political parties and political elites in their quest for 
power and votes tend to exploit and aggravate intercommunal divisions. 
Studies in India have demonstrated that voters tend to vote along commu- 
nal, caste, and ethnic lines. In order to win elections, it is in the interest of 
political parties to build vote banks and appeal to common religious and 
ethnic sentiments. Competition for material goods and services further 
tends to encourage people to organize themselves along religious, caste, 
and ethnic lines. 

There is an increasing belief among Hindus in India that since minori- 
ties have been better able to deliver blocks of votes, political parties have 
pandered to them. Since the Hindus are divided and do not vote as a 
group, both the ruling party and opposition parties, including the Commu- 
nists, have virtually ignored them and have gone out of their way to curry 
favor with the better organized minorities, especially Muslims. “The im- 
mediate need is to awaken Hindu political consciousness," says Dr. Karan 
Singh, “and mobilize it into a strong political force.”® Hindus see each 
concession to minorities by the national ruling elites and each vacillation 
in enforcing the law against the excesses of minorities as endangering the 
unity of the country. “Each time it [the national government] trembles to 
confiscate land that a gurdwara or a temple or mosque has illegally occu- 
pied, each time it dithers to enforce a municipal law against"? the use of 
loudspeakers by Sikhs or other members of a minority, Hindus are further 
convinced that the government is either incapable of protecting the interest 
of the majority community or it is simply succumbing to the whims of the 
minorities. 

The Postindependence Rise of 

Hindu Nationalism 
Nineteenth century Hindu revivalism gave birth to Indian nationalism, 
and it was Hindu nationalism that continued to sustain India's freedom 
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movement. “There can be no question that the immediate past history, the 
present condition, and perhaps the unknown future prospects of Indian 
society, culture, and political activity have a close dependence upon Hin- 
duism. An awareness of this and of the equallv obvious fact that Hindu- 
ism as the predominant religion of India is inextricably involved with the 
present of the subcontinent and new nation of India are essential for an 
adequate perception of the recent Hindu-Indian past."? Partition of the 
country on religious lines reignited the slumbering fires of Hindu mili- 
tancy. Mahatma Gandhi's assassination doused this fire, and immediately 
after that Hindu nationalism went out of fashion. "To be a Hindu or pro- 
Hindu has been systematically projected as equivalent to being commu- 
nal"? The Hindu political parties, even in the Hindu heartland in north 
India, did not receive Hindu support. Guruji Golwalkar and the Rash- 
triya Swayamsevak Sangh (RSS) represented the extreme version of Hindu 
nationalism: f 


The non-Hindu peoples in Hindustan must either adopt the Hindu culture and 

. language, must learn to respect and hold in reverence Hindu religion, must en- 
tertain no idea but those of glorification of the Hindu race and culture, i.e., they 
must not only give up their attitude of intolerance and ungratefulness towards 
this land and its age-old traditions but must also cultivate the positive attitude | 
of love and devotion instead—in a word they must cease to be foreigners, or 
may stay in this country, wholly subordinated tc the Hindu nation, claiming 
nothing, deserving no privilege, far less any preferential treatment—not even 
citizens’ rights. 1° 


Echoing this sentiment, Rajendra Singh talked ebout establishing a Hindu 
nation. “That is our goal,” he said. “Our society should be homogeneous. 
Let India be a Hindu commonwealth.” 11 

The above views support the concept of a Hindu rashtra (nation) on the 
basis of Hindu values and Hindu religious ethos (Hindutva). Hindu mili- 
tants are not alone in this assertion; others who became fascinated by India 
and Hinduism also seemed to share these views. Note Annie Besant’s re- 
marks: “Make no mistake. Without Hinduism India has no future. Hin- 
duism is the soil into which India's roots are struck, and torn out of that 
she will inevitably wither, as a tree torn out from its place. Let Hinduism 
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go, Hinduism that was India’s cradle, and in that passing would be India’s 
grave.” 12 

In recent years a more moderate version of Hindu nationalism has 
emerged that seems to find wider acceptance among India's Westernized 
middle classes than the one advocated by Golwalkar. This view rejects the 
multireligious and multicultural concept of Indian society as a myth cre- 
ated by vested interests to break up the country. It asserts that “in a vast 
population of 750 million people, in a huge country of subcontinental 
dimensions, there are bound to be differences. But that does not make it a 
multiple society in the sense it is implied. One cannot disown the national 
mainstream simply because it springs from Hindu culture."!? The cultural 
traditions of Hindus must provide the cornerstone of Indian identity, but 
opinions differ in interpreting the substance of both the culture and the 
identity. Girilal Jain, the influential editor of the Times of India, for in- 
stance, not only rejects the idea of a Hindu rashtra, he also does not believe 
that Hindus are overwhelmed by the minorities. He holds, contrary to 
popular belief among the middle classes of Hindus, that minorities do not 
pose any danger to Hindu dominance of India. But at the same time mi- 
norities need to recognize that India's national identity is rooted in Hindu 
culture for the obvious reason that Hindus are the dominant majority in 
' the country. The recent rise of minority self-assertion is a defensive re- 
sponse both to the ongoing process of modernization and to the growing 
' domination of Hindus in the Indian polity. Jain asserts that in order to 
forge a strong Indian nationalism, “it must be culturally rooted in Hindu- 
ism and Hindu civilization."!^ According to this view, the minorities 
must reconcile themselves to the political dominance of Hindus and the 
centrality of Hinduism in the Indian national identity. If the minority self- 
assertion movement becomes a threat to the Indian state, the existing polit- 
ical system ought to be capable of meeting it. 

This kind of revisionist ideological stance makes a clever and subtle de- 
parture from the militancy of the RSS, although it is a complete repudia- 
tion of Nehru's concept of Indian national identity which recognized the 
synthetic nature of Indian culture. Nehru was particularly conscious of 
the contributions of Islam and other religions to Indian culture and civili- 
zation, and he denied the predominance of Hinduism in the formation of 
India's national identity. Nehru's “pro-Islamic” policies were viewed by 
militants as anti-Hindu. “Pt. Nehru took over the destiny of this country 
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in 1946. He carried only a Hindu name, otherwise there was nothing of a 
Hindu in him.”!> Such Hindu revisionist ideology of Indian nationalism 
seems to find a responsive chord among members of India’s dominant 
Hindu middle class, which is increasingly coming out to support Hindu 
militancy. / 

The Hindu revisionists believe that the root cause of the present crisis in 
the Indian polity is the unwillingness of the minorities, particularly the 
Muslims and now the Sikhs, to accept the political consequences of their 
numerical inferiority. These Hindus assert that “if Hindus were an intol- 
erant, aggressive or militant community, then apart from Hindu-Muslim 
riots one would have had Hindu-Christian and other minority riots. . . . 
But in every instance of Hindu-Muslim riots, the majority community is 
invariably blamed because Hindu baiting has become the hallmark of secu- 
larism in India."!6 


Expressions of Hindu Militancy 
Revival of Ritualistic Activities 

Both nineteenth century Hindu revivalism and the recent Hindu awaken- 
ing have one common characteristic: they started as reactions to the per- 
ceived external threat to Hindu interests and existence. The earlier revival 
began with Ram Mohun Roy (1774-1833) who defended Hinduism 
against Christian missionary criticism that Hinduism was a pagan and 
idolatrous religion. He was followed by Dayanand (1824-1883) and 
Vivekanand (1863-1902) who maintained that the strength and freedom 
necessary for national resurgence was inherent in the Hindu tradition. 
These Hindu reform/revivalist movements attempted to transform Hindu- 
ism from a passive to a more active, reform-oriented and assertive move- 
ment, which laid the foundation of Indian naticnalism. As the century 
drew to a close, the Hindu renaissance tried to instill self-respect and emo- 
tional patriotism among Hindus by reminding them of their spiritual heri- 
tage and exposing the myth of Western superiority. The leaders of Hindu 
reform movements opened new dimensions of nationalist activity and 
brought forth people like Tilak, Gokhale, and Mahatma Gandhi. "The 
most casual observer can see that without reformation of Hinduism on a 
broad basis Indian independence would not have been possible.” 17 

The nineteenth century Hindu revival emphasized the ethical, spiritual, 
and cultural context of Hinduism. It was held that Hinduism is not a 
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religion in the traditional sense of the term, which stresses rituals and reli- 
gious trappings; rather it is a body of philosophical thought involving “ex- 
‘planations of the cosmic and the spiritual, held together by the belief that 
each human being is part of the divine consciousness, sovereign to the 
point of giving each individual the power to decide what is right and 
wrong."!? Hindu revivalist movements of the nineteenth century were re- 
‘form oriented. In fact, such organizations and movements as the Arya 
‘Samaj and Brahamo Samaj, which led the religious revival, denounced rit- 
ualism, idol worship, and various other external aspects of religion associ- 
ated with the Sanatan Dharma, the orthodox version of Hinduism. 

In contrast, the contemporary Hindu revival expresses itself in the reas- 
sertion of rituals and symbols of religion. Pujas and processions are organ- 
ized for one or the other god and goddess; thousands of devotees are 
mobilized to organize yatras (pilgrimages) to Hindu places of worship and 
sacred spots around the country. As strange and diverse bedfellows as 
Brahmans and members of the scheduled castes—even the supposedly 
godless cadre of the Dravida Munnetra Kazhagam and the All India Anna 
Dravida Munnetra Kazhagam—unite to organize rituals such as the three 
rathams named shakti, Gynam and Deep. These rathams start from vil- 
lages in Tamil Nadu, crisscross south India each day carrying Hindu dei- 
ties and swamis from various myths, and pass through villages and Harijan 
bastis offering the lower castes the opportunity to perform certain other 
rituals (abhishekas), which they are not allowed to do in the temples. One 
very politically significant event organized was the Ekamata Yagna or inte- 
gration rite. In this yagna, Bharat Mata (Mother India) joins the ranks of 
Hindu deities and is taken out in procession and worshipped by hundreds 
of thousands of people on its yatra from one part of India to another. 

This yagna was conceived by the leaders of 85 sects comprising 600 mil- 
lion Hindus of the country. The prime mover of the project was the 
Vishva Hindu Parishad, which stressed that “India cannot be kept united 
without uniting the Hindus."!? As a result of this revival, one writer ob- 
served, “dogmas and rites, words and symbols and empty ceremonies have 
come to supplant the philosophy that was to help us to unveil the deepest 
layers of being. To most Hindus today these external trappings of religion 
have become the substance."?? Another wrote that although “there has 
been a spurt of religious activity in all areas... I have never seen the kind 
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of religious fervor that exists Ida. It is the response of a people who are 
not at peace."?! 

The new mood and the forces taking shape manifest themselves in doz- 
ens of ways: in sharply increased attendance at temples; the growing 
strength of the once discredited RSS, which has seen a sudden and unprec- 
edented increase in attendance at its drills and growing popularity of its 
numerous front organizations; the drive to reconvert people from Islam 
and Christianity back to Hinduism; the palpable increase in communal 
tensions across the country's northern belt; the program aimed at “‘liberat- 
ing" more than two dozen Hindu temples that had been converted into 
mosques by Mughal rulers; the growing popularity of all-night jagarans; 
and perhaps even the character of the vote in the 1984 general elections, 
described by a variety of political pundits as a Hindu backlash. 


Rise of New Militant Hindu Organizations 
Until recent times the RSS was considered the sole militant organization 
committed to revival and restoration of the sense of community among 
Hindus,?? and there is no doubt that it is still the largest and most efficient 
Hindu voluntary organization functioning in the country. But now, not 
only have the goals and ideals of the RSS achieved the respectability de- 
nied it in the postindependence period, there also have emerged several 
new organizations promoting its ideology. The Vishva Hindu Parishad 
(VHP), the Virat Hindu Sammelan, the Hindu Samajotsav, and the All 
India Nationalist Forum are some of the other organizations. They not 
only help promote the unity of Hindus, working in concert with the RSS, 
but they also play an important role in the mobilization of the community. | 
These organizations emphasize that unless the Hindus close their ranks 
and assert their identity as the majority community, "they will be treated 
like dirt in their own homeland."?? The VHP, by all accounts, is an RSS- 
inspired organization, but others like the All India Nationalist Forum 
seem to enjoy a degree of autonomy and also have an ambitious political 
agenda. The Forum seeks to reform Hindu society, fight discrimination 
against the Hindus, guide the electoral behavior of the Hindus in the inter- 
est of the nation and the community, and inform the majority community 
about the danger faced by India as a nation and Hindus as a community. 
Also, it seeks the abolition of two crucial articles of the constitution that 
seem to give significant concessions to minorities or the minority- 


21. K. C. Kulish, Rajasthan Patrika, March 1986, p. 5. 

22. Walter K. Andersen and Shridhar D. Damle, Brotherhood in Saffron (Boulder, Colo- 
rado: Westview Press, 1987). 

23. Statesman Weekly, September 20, 1986. 


YOGENDRA K. MALIK & DHIRENDRA K. VAJPEYI 317 


dominated state. For instance, Article 30[1] permits religious and linguis- 
tic. minorities to establish and run their own educational institutions, 
which the Forum believes to be against the interests of national unity. 
Similarly, Article 30 grants special status to the state of Jammu and Kash- 
mir where the Muslims constitute an overwhelming majority. Granting of 
such a status to a minority-dominated state, the Forum holds, will en- 
. courage other minorities to seek special status within the Indian union and 
eventually lead to an imbalance within the Indian federation. It also 
charges that the government does not enforce family planning laws even- 
handedly, resulting in an increase in the birth rate among Muslims that 
eventually will lead to the reduction of the Hindu majority in the country. 
The emergence of several new Hindu senas (armies) such as the 
, Bajarang Dal, Akhil Bharatiya Shiv Shakti Dal, and Shiv Sena points to- 
ward increased Hindu militancy. Many towns and cities in north India 
' resound with the Shiv Sena slogans of Jo ham se takraye ga choor choor ho 
jaye ga (Whosoever confronts us will be crushed), and Hindu ki pahchan, 
Trishul ka nishan (Recognize Hindus by the sign of the trident).2* The All 
India Nationalist Forum also “seeks to train and equip Hindus militarily 
‘and to weave the ‘scattered beads’ into a ‘garland’ so that a Hindu rashtra 
can be created."?5 


Attacks on Minorities 

‘In recent years a large number of Hindus have developed a deep sense of 
insecurity and a fear of being overwhelmed by aggressive minorities. They 
resent the assertion by politicians that Muslims are underrepresented in 
'the services or that there is suppression of minorities. Amar Zutshi, for 
instance, observed that this view on suppression of minorities is a **perver- 
sion of historical facts. In fact, it was the Hindus who were subjected to 
centuries of repressive Mughal rule, culminating in the rise of Aurangzeb 
and followed by the British Raj. But the Hindu spirit, culture and thought 
‘survived in spite of this long history of desecration, destruction and op- 

.pression.”’26 
Hindus perceive that the government, as it is constituted today and as it 
‘operates, unduly favors minorities. Niranjan Dev Tirtha, the 144th 
Jagatguru Shankaracharya (one of the most venerated personages in Hin- 
duism), observed that “the Government is the greatest enemy of Hinduism 
because of its policy of appeasing the minorities."?? Thus, the revivalist 
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Hindus, as noted above, not only seek to “liberate” scores of Hindu places 
of worship but also to reconvert all those Hinéus who have embraced 
' either Islam or Christianity. Professor Rajendra Singh, general secretary 
of the RSS, observed that “it looks very strange that India is the only 
country in the world where a majority (Hindus) is ruled by a minority and 
no one can be considered the Defender of the Hindu faith,” and L. K. 
Advani, president of the Bharatiya Janata Party, stated that “Pt. Nehru's 
policies consolidated [the] 15% minorities instead of consolidating [the] 
85% majority."?8 

This new Hindu militancy against the minorities finds expression in a 
twist a Hindu holy man gave to the well-known pacifist couplet, Jo tu ke 
kanta bove tahi bove tu phool (Shower flowers on the enemy who pricks 
you with a thorn). The new version is Jo to ke kanta bove tahi bove tu 
bhala. Voh bhi hum ko kya samjhega, para kisise pala (He who pricks you 
with a thorn, pierce him in return with a spear and teach him a lesson he 
won't forget).29 Such expressions and behavior have resulted in an un- 
precedented increase in religious hostility among different groups. The 
number of violent clashes between Hindus and Muslims, for instance, rose 
from 238 in 1975 to 500 in 1983. Rioting broke out in such Muslim major- 
ity towns and cities as Aligarh (1978), Jamshedpur (1979), Moradabad 
(1980), Hyderabad (1981), Meerut (1982), Bhiwandi (1984), and Ahmeda- 
bad (1985). The worst cases of sectarian violence resulting in thousands of 
deaths have been in Ahmedabad in (1969), Assam in 1983, and the slaugh- 
ter of thousands of Sikhs in Delhi in 1984 following Indira Gandhi's assas- 
sination. In most of these cases the victims were members of minority : 
communities.?9 


Reasons for the Rise of Hindu Militancy 
Although the recent rise of Hindu militancy has been attributed primarily 
to such developments as the Supreme Court judgment and subsequent gov- 
ernment action in the Shah Bano case and the rise of Sikh fundamentalism 
and terrorism in the state of Punjab, there are far deeper and more serious 
reasons. The issues involved in the Shah Bano case were not vitally signifi- 
cant either for Hindu society or for the general vitality of India's political 
system. The judgment of Chief Justice Chandrachud maintained that 
traditional interpretation of the Shariat had become outdated, and that the 
court's judgment was closer to the original intent of the Koran. More 
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significantly, his opinion stated that the time had come for the country to 
adopt a uniform civil code for all citizens irrespective of religious affilia- 
tion. The judgment was received by Muslims with anger and the cry that 
“Islam is in danger." 

The judgment, the court's pronouncements, and the subsequent opposi- 
tion from the Muslim population's traditional sector attracted nationwide 
attention through newspapers and periodicals. What struck Hindus most 
was that despite the Rajiv Gandhi government's initial support of the 
court's decision and an enlightened and valiant defense of the government 
position by a young Muslim Minister of State for Home Affairs, Arif 
Khan, the government yielded to the organized pressure mounted by lead- 
ers of the Muslim community to reverse the court's decision. The Muslim 
Women's [Protection of Rights and Divorce] Act 1986 was rushed 
through Parliament by the government to assuage the hurt feelings of the 
Muslim community. Hindu reaction was quick and bitter. It was evident, 
declared the 144th Jagatguru Shankaracharya that the government is 
afraid "to interfere in the social affairs of Muslims, but in Hindu social 
affairs there is daily interference."?! Muslims are organized and Hindus, 
despite being the overwhelming majority, have no voice in national affairs 
since they lack both unity and organization. The party in government was 
clearly motivated by its desire to win back Muslim votes, which it has been 
losing steadily since the 1984 elections. 

Other incidents like conversion of scheduled caste Hindus to Islam in 
Meenakshipuram in Tamil Nadu and elsewhere, conflict over the Ram 
Janambhumi temple in Ayodhya, increasing self-assertion of Muslims born 
in postindependence India, and fear of Islamic fundamentalism riding on 
the strength of petro dollars and Khomeini religious fervor also contrib- 
uted to the rise of Hindu militancy. 

The emergence of Sikh militancy and terrorism was another disturbing 
factor sparking Hindu nationalism. Sikhs are not one of India's underpriv- 
ileged minorities; they are one of the most affluent communities of India 
with the highest per capita income in the country. They have almost 15% 
representation in the country's armed forces and far higher representation 
in India's elite civil services than any other minority. They always have 
been treated with kid gloves and respect, both by Hindus and the succes- 
sive governments since independence. As Ashis Nandy rightly points out, 
*the Sikhs had been traditionally seen by the Hindus as well as by the 
Sikhs themselves not as an alien community but as part of the Hindu social 
order. After all, the principle of endogamy was never observed in Hindu- 
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Sikh relations and the traditional social ties which bound the two commu- 
nities were deep. That is, by conventional criteria, the Sikhs were not a 
minority nor did they see themselves as such."?? Despite the fact that the 
Akali party carried on a struggle for maintaining a distinct subnational 
‘Sikh identity and frequently agitated to protect the Sikhs’ privileged posi- 
tion within the Indian state system, Hindus and Sikhs maintained close 
social and kinship relations. 

The rise of Sikh fundamentalism under the leadership of Sant Jarnail 
Singh Bhindranwale changed this situation. Hindus were outraged when 
Bhindranwale branded them a community of “spindle-legged cowards,” 
and when his hit squads systematically killed Hindus in Punjab. They no- 
ticed, in anger and frustration, that the majority of the Sikh leaders and 
intelligentsia did not raise its voice to condemn the fundamentalist 
preacher’s hate campaign against Hindus, and their tolerance was 
stretched to the breaking point when Sikhs complained of a Hindu con- 
spiracy to deny Sikhs their just and due place in the political and economic 
distributive process. 

Indira Gandhi’s amoral approach to the acquisition of political power 
further intensified Hindu militancy. Whatever its drawbacks might have 
been, the Congress Party did not make use of Hindu communal sentiments 
to mobilize voters prior to the emergence of Indira Gandhi as the domi- 
nant personality within the party. Indira’s Congress had banked heavily 
on the support of the minorities, and it also adhered to a secular political 
posture in public. It was after her 1980 electoral victories that she turned 
to Hinduism in her personal and political life, and Congress (I) became a 
primary vehicle to mobilize and exploit Hindu militancy. “The composite 
Indian nationalism that was once the Jan Sangha’s monopoly is now an 
indispensable feature of the Congress (I) platform."?? 

Although a large majority of thoughtful Hindus condemned the slaugh- 
ter of innocent Sikhs in and around Delhi following Indira Gandhi's assas- 
sination, the Congress (1) efforts to teach Sikhs a lesson seemed to have 
widespread approval among the middle classes. Rajni Kothari is perhaps . 
right when he states that Hindu middle classes, afraid of losing their domi- 
nant and privileged position within the Indian political system, have taken 
to Hindu fundamentalism. It is this group that provides support for the 
rising tide of Hindu nationalism.?^ The recent embrace by the Congress 
(I) of Hindu nationalism has even won it the support of the RSS; it has 
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been observed frequently that RSS support provided the sweeping victories 
for Rajiv Gandhi in the 1984 elections. Recently Balasaheb Deoras, the 
RSS chief, has openly declared that the Congress (I) is indispensable for 
maintaining the unity of the country. An indirect alliance between the 
Congress (I) and a Hindu militant organization like the RSS shows the 
opportunistic approach to power of the Indian ruling elites and their will- 
ingness to embrace the ideology of Hindu communalism that Nehru con- 
sidered suicidal for Indian national identity. 

Certain external factors also have aroused the Hindu consciousness re- 
cently. In neighboring Pakistan, the majority's religion, Islam, has been 
declared the state religion and the Hindu-Sikh minorities have been driven 
out. By law, no non-Muslims can hold top government positions. On 
March 17, 1988, Islam became the official religion of another neighboring 
state, Bangladesh. The Hindu minority has been reduced to the position of 
second class citizenship. In Sri Lanka, where Buddhism and the Sinhala 
language are the hallmark of the majority nationalism, the Tamil-speaking 
Hindu minority has been forced to fight for its survival. In contrast, 
Hindu militants perceive that compared with the treatment of non-Hindu 
minorities in India by the Hindu majority, the minorities in other South 
Asian states have suffered from oppressive regimes and policies of the 
dominant majority. 

In India the aggressiveness of minorities is attributed to the liberalism of 
Hindu elites and their tendency to appease these minorities. The policies 
of the liberal-dominated government whet the appetite of minorities and 
encourage them to make unreasonable demands on the system. To protect 
and ensure the survival of India's political system, it is argued, such minor- 
ity assertions must be restrained by completely identifying the state with 
the interests of the Hindu majority community. The minorities would be 
allowed to maintain their identities, but they would occupy a subordinate 
position in relation to the dominant majority, as is the case in the neigh- 
boring South Asian states. 


The Demise of Secularism? 
This discussion of the rise of Hindu militancy as a reaction to the assertive- 
ness of minorities weakens the secularist argument. Nehru's ideology of 
Indian national identity based upon shared experience of diversity in cul- 
ture now has a hollow ring. T. N. Madan’s remark that “in the prevailing 
circumstances secularism in South Asia as a generally shared credo of life 
is impossible, as a basis for state action impracticable, and as a blueprint 
for the foreseeable future impotent. ... It is incapable of countering reli- 
gious fundamentalism and fanaticism. ... Secularism therefore is a social 
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myth which draws a cover over the failure of this minority to separate 
politics from religion in the society in which its members live."55 Even in 
the late 1970s, a statement of this nature would have drawn open disdain 
from most Indians. In 1988, it is not only discussed openly and seriously 
in eastern Uttar Pradesh and Bihar but also in Delhi, Bombay, and Luck- 
now. Even educated (Westernized/modernized) Hindus seem to say, 
“Hindu India, why not?" 

It can also be argued, following the line of Hindu militants, that Hindu- 
Muslim differences, rooted in the history of Indie and inculcated through 
the socialization process of two societies, cannot be erased from the minds 
of their members by the simple dictate of state functionaries. In his study 
of the phenomenon of spirit possession in rural North India, the psycho- 
therapist Sudhir Kakar found that “Muslims seemed to symbolize the 
alien and demonic in the unconscious part of the Hindu mind."36 Accord- 
ing to him, the vilest, the strongest, the most stubborn evil spirits possess- 
ing an afflicted Hindu are associated with the Muslim community. Recent 
events in Punjab, he adds, are likely to create another group of demons in 
the Hindu psyche of North India. “The Sikhs as symbols of violence and 
unbridled aggression have already begun to enter the average middle class 
Hindu dream—or nightmare to be more precise . . . the emerging Sikh 
demon has tales of Bhindranwale’s dark malevolence and lore of murder- 
ous terrorists rather than verses from the Gurbani.”37 One may respond 
by asserting that these images of intercommunal relations projected 
through the folk culture of Hindus are not only overdrawn but also may be 
far from the reality, at least in the case of the Sikhs. Hindus and Sikhs are 
still able to interact at social levels, and the ties besed on common kinships 
and blood relations still seem to bind the members of the two communities. 

A more valid argument against the superficiality and the rootless nature 
of Nehru's concepts of a secular state and Indian national identity may be 
advanced on the basis of the origin of the Indian nationalist movement. 
The Hindu cultural revival of the nineteenth century and the nationalist 
movement were intertwined in their initial stages. To Indian elites of the 
time the concept of Indian national identity wes indistinguishable from 
Hindu identity. They accepted the textual Brahmanism as a potent polit- 
ical force, linked the rising Indian identity to the period of Vedas and 
Upanishads, and accepted the role of the state in carrying on the reforms 
of the religious aspects of Hindu society. “The Brahmanism provided, for 
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the first time, a basis for a collective identity, which was more open to new 
ideas and less fettered by primordial allegiances and fragmentation of the 
myriad folk cultures of India. Predominantly integrationist and liberal, it 
was formed by a certain positivist universalism that made sense to a major- 
ity of the Indians in public sphere.” They laid the “foundation of Indian 
self-image that would not humiliate the country’s majority of Hindu in- 
habitants."38 

Swami Vivekananda, who became the apostle of Indian nationalism, 
recognized the spiritual heritage.of Hinduism as the cornerstone of an 
emerging national identity, and declared that “the backbone, the founda- 
tion, and the bedrock of India's national life was . . . its spiritual genius." 
Contrasting the materialism of the West with the spiritual heritage of In- 
dia, he added: "Let others talk of politics, of the glory of acquisition or of 
the power and spread of commercialism; these cannot inspire India. . . . 
Religion . . . is the one consideration in India."3? And there is no doubt 
that for Vivekananda this religion was none other than Hinduism. In con- 
trast, Bankimchandra Chattopadhyaya in his propagation of Indian na- 
tional identity emphasized Hindu valor and blamed the excessive 
otherworldliness of Hindus on the absence of national unity. He also as- 
serted that Hindu history was falsified by alien historians, including Mus- 
lim historians, to dampen the Hindu quest for liberty and unity. These 
themes were consistently emphasized in vernacular literature throughout 
the country. Subsequently, Lokmanya Bal Gangadhar Tilak and his 
Maharashtrian associates followed Bankimchandra's line of thinking and 
promoted militancy in the Indian National Congress. Thus, it is possible 
to suggest that India's nationalist movement, based upon Hindu cultural 
revival, was basically nonsecular in character and was hijacked by the sec- 
ularists like Nehru. 

There is little doubt that the Nehruvian concept of a secular Indian na- 
tional identity, recognizing the composite culture of the country and em- 
phasizing a humanistic, scientific-progressive approach to nation-building, 
was not only practical in a pluralist society like India but also suited the 
needs and aspirations of the common citizens irrespective of their religious 
and community affiliations. Since only 1046 of the states in the world are 
considered to have homogeneous social structures, a secular and demo- 
cratic polity for a plural society like India's was considered an ideal worth 
pursuing. In the period following the independence of India, both the 
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Congress Party and the government were dominated by Nehru; therefore, 
opposition and Congress Party leaders refrained from making open ap- 
peals to voters’ religious sentiments. Despite the fact that Indian society 
was not secular during this period, there was marginalization of the role of 
religion in the political process. 

Paradoxically, however, politicization and mobilization of voters and 
the ongoing process of modernization have resulted in the revival and reas- 
sertion of religious identities. Such a development certainly refutes the 
contentions iü modernization and social change theories developed by 
some Western writers and the Marxists who predicted that contact with 
modern institutions would lead inevitably to the erosion of traditional reli- 
gious sentiments. It also challenges some of the assumptions associated 
with theories of liberal democracy, especially thcse dealing with majority 
rule and minority rights and with political dissent. 

Both the ongoing modernization and the democratic processes in India 
bave helped in the creation of minority consciousness and enabled minori- 
ties to organize themselves politically. Not only do they seek to preserve 
their cultural identity, which is threatened by Hindu concepts of national 
identity and a secular state, they also seek to share in the increased pros- 
perity resulting from industrialization of the country. Modernizers like 
Nehru failed to foresee that irrespective of class origins, group identities 
based upon religion can turn into economic competition and rivalry that 
accentuate the historic divisions within the society. Furthermore, minori- 
ties excluded from the prosperity generated by industrialization (such as 
the Muslims) demand a fair share, while the ones receiving disproportion- 
ately higher benefits from economic growth (such as the Sikhs) become 
assertive when pressured to share the benefits and blame the majority com- 
munity for pursuing discriminatory policies. Under such a situation the 
lower or middle income groups of the majority community are likely to 
feel threatened and seek to organize themselves to protect their interests. 

The process of modernization in India has enlarged the number of edu- 
cated and underemployed youth within all religious communities. The in- 
flux of uneducated or undereducated migrants from rural into 
metropolitan areas in search of jobs creates groups of rootless people hav- 
ing no ties with neighborhood and not held together by kinship bonds. 
Such alienated and atomized individuals are readily available to be mobil- 
ized by militant organizations that play on their emotions. Modernization 
brings about fast changes in traditional societies. Social psychologists have 
found that extremist or xenophobic movements are likely to develop in 
societies undergoing fast-paced socioeconomic change. There is a fear of 
loss of status as well as cultural identity, experienced especially by the 
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lower middle classes whose members often occupy marginal positions in 
society and feel threatened by the demands of new groups. They feel help- 
less. It is the members of this class who become instrumental in the organ- 
ization of revivalist movements. Historical experience shows that such 
societies experience moderation and stability only when the transitional 
period is over. 

Since Indian politicians seem to have adopted C. B. MacPherson’s con- 
cept of democracy as being a kind of market mechanism where the voters 
are perceived merely as consumers with multifold demands and the politi- 
cians as entrepreneurs^? out to bag their votes, they do not seem to exer- 
cise any normative restraints in seeking elective office. On the other hand, 
given the diffuse nature of the Hindu religion and its fragmented caste- 
based social organization, it is virtually impossible to develop a unified 
Hindu nationalist ideology capable of countrywide appeal. 

Working within the pluralistic structure of Indian society and in order 
to maintain the integrity of the country and the operation of its democratic 
institutions, it is the leadership of the majority community that needs to 
exercise restraint. The Congress Party under the leadership of Mahatma 
Gandhi and Jawaharlal Nehru was aware of this, but the new leadership of 
the party seems to have lost this perspective. The challenges presented by 
nationalism, secularism, and communalism to the process of nation-build- 
ing in India can be met only if the Indian state remains strong, viable, and 
democratic; if it can manage external and internal pressures; and if long- 
expected secularization of the population takes place through education, 
modernization, political development, expansion of economic resources, 
and national integration. 
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SIKH REBELLION AND THE HINDU 
CONCEPT OF ORDER 


Cynthia Keppley Mahmood 





The militancy of the Sikh separatist movement in In- 
dia and the response of the Hindu majority to it must be understood 
against a historical background in which multiple ethnic groups have coex- 
isted in large part by virtue of their willingness to accede to, the Hindu 
social order. The absorption of previous religious heterodoxies such as 
Buddhism into the Hindu system has provided a model for modern Hindu 
expectations of non-Hindu religions, and has served as a negative example 
for those intent on retaining a separate religious identity, such as the Sikhs. - 

Sikhism is a religious tradition that began in South Asia in the fifteenth 
century and today claims as its adherents approximately 2% of India’s 
total population. The historic center of the Sikh faith is the Punjab region 
in the northwestern part of the Indian subcontinent, and over the past five 
centuries, the religious identity of the Sikhs has become intertwined with 
the ethnic, linguistic, and regional identity of Punjab. In 1984, the fact 
that this identity had acquired a strongly militant cast became known to 
the world through the assassination of India’s Prime Minister Indira Gan- 
dhi by her two Sikh bodyguards. 

The proximate cause of anger for the Sikhs was the storming of Sikh- 
ism’s holiest shrine at Amritsar by Indian troops in the so-called Opera- 
tion Bluestar. The desecration of the Golden Temple was an action that 
affronted all Sikhs’ religious values and served to incite fundamentalists to 
religious war. Furthermore,’ Operation Bluesiar represented to many 
Sikhs a bréach of India’s constitutional guarantee of equal protection of all . 
religions, and led to a sudden drop in Sikh confidence in the national gov- 
ernment. The Hindu backlash following the death of Mrs. Gandhi, in 
which some 3,000 Sikhs were killed and 50,000 fled their homes, further 
polarized Sikh and Hindu communities in Punjab and across North India. 
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Though only a minority of Sikhs are actually involved in political activity, 
the continuing perception that the central government is not acting in the 
Sikhs’ interest is a spur to the community’s widespread discontent. 

In the spring of 1988, the Golden Temple was once again the scene of 
confrontation between Sikh extremists and the government of India 
(GOD), this time under Prime Minister Rajiv Gandhi. The question as to 
why this conflict continues to simmer and occasionally flare demands an 
excursion into history. The roots of the present crisis extend far deeper 
than recent events, and certainly much more than media coverage of them, 
would suggest. 


Sikhs and Singhs 
The Sikhism initiated by the religion’s founder, Guru Nanak, was different 
from today’s stereotypical Sikh identity. Arising from the sant tradition 
within Hinduism that traditionally focused on total devotion to a formless 
deity, Nanak emphasized purity of lifestyle and inner contemplation as the 
path to truth. Rejecting the ritualism that had come to permeate Hindu- 
ism, Nanak and the sikhs (disciples) founded the panth (community), 
which would persist through various transformations to the present day. 

The popular contention that Nanak’s Sikh faith represented a combina- 
tion of Hindu and Muslim elements is probably misplaced.! Certainly, 
Nanak rejected elements of both traditions, such as their inappropriate at- 
tention to external behavior. In common with Islam, the Sikhs rejected 
the caste divisions of Hinduism, favoring equality and interdining of all 
within the Panth. But the origins of the Sikh rejection of caste need not be 
found in Islam alone; it was a feature of many of the sant movements of 
Nanak’s time, even within an overarching Hindu framework. 

The early Panth, then, can most accurately be seen as a sect arising from 
within the Hindu fold: egalitarian in ideology, mystical in orientation, and 
guided by a mediator—the guru—between the divine and the human. Fol- 
lowing Guru Nanak, a succession of ten gurus led the Sikh Panth, some of 
them initiating changes that would firmly establish an independent, non- 
Hindu religious identity. Hargobind, the sixth guru in the line, made the 
important decision that the Sikh guru must wield both spiritual and tem- 
poral authority. This new orientation, developed at a time in which 
Mughal hostility toward the Sikhs made worldly action necessary, was ex- 
pressed in the symbolic donning of two swords, miri and piri, to represent 
the two faces of Sikh power. Escalating tensions between the Panth and 
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the Muslim Mughal dynasty rulers culminated in the execution of the 
ninth guru in Delhi in 1675. 

It was the tenth and final guru, Gobind Singh, who left a lasting stamp 
on the character of the Sikh community in the form of a militant Sikh 
brotherhood called the Khalsa (pure). The story is told that Guru Gobind 
Singh, at one point, asked who among his followers would be willing to 
die, and taking each volunteer into a tent, he emerged each time with his 
sword dripping blood. After five had so volunteered, the guru brought out 
the five beheaded goats that had actually been the victims. The five brave 
men, thus spared, formed the initial core of the Khalsa brotherhood. 

Among those of the Khalsa, all took the surname of Singh (lion), and all 
adopted the five symbols of Sikh identity—the uncut hair, the comb, the 
shorts, the dagger, and the steel bangle. These symbols are themselves 
indicative of the dual character of the religion, uncut hair being a long- 
standing tradition of Hindu mystics, for example, but binding it into a 
turban is associated with the martial behavior required of the Khalsa. The 
extent to which violence was acceptable to the Singh tradition was defined 
by Gobind Singh in two ways: first, it was to be used only in defense of the 
faith; and second, it was to be used only when all other means of defense 
had failed.? Whether these two preconditions have been met in recent 
events is a question that is deeply troubling to many Sikhs. 

'The identity of the Khalsa Sikh, the follower of Guru Gobind Singh, has 
come to represent in many people's minds Sikh identity generally. This is 
a historically incorrect impression, however. The Nanakpanthis, followers 
of the founder, Guru Nanak, continued their tradition of essentially non- 
violent mysticism alongside the development end growth of the Khalsa 
brotherhood. Not all Sikhs became Singhs, in other words. For a long 
time a schism existed between these two branches of the faith, with the 
kesdhari (those with uncut hair) asserting a more militant separation of 
Sikhism from the Hindu tradition and the sahajdhari Sikhs (those with cut 
hair) continuing to view themselves, and to be viewed by others, as one of 
many sects within Hinduism. Today, however, there is a growing accept- 
ance of the militant Singh identity as the Sikh identity and an increasing 
unwillingness among all Sikhs to be considered as just another sect of 
Hindu.? 

Why did this coalescence of militant and ncnmilitant identities occur, 
with the former largely assimilating the latter? One important factor in 
the development of a united and separatist Sikh identity was the British 
colonization of India. Based on their own popular though unscientific 
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ideas about the biology of race, the British decided early on that the Sikhs 
were one of the martial races of India, and they made the Khalsa symbols 
part of the official accoutrements for the valued Sikh soldier.* This highly 
visible military figure, with his bold blue turban, knee-length tunic, and 
flashing curved sword, became the model for contemporary Sikh identity. 
Up until a recent epidemic of desertions, approximately 20% of the Indian 
army officer corps and 11% of its soldiers were Sikhs, though the Sikhs 
consititute under 2% of the total population.) The publicized valor of 
these military men was carried over into the civilian identity of all Sikhs. 

Hence, an essentially mystical sect of Hindu origins developed a martial 
and separatist identity. This transformation was effected gradually 
through the long reign of the ten Sikh gurus and was further cemented by 
the British colonial definition of Sikh martialism. We now turn to the 
question of why this potential for militancy has been mobilized in recent 
years. 


Modern Sikh Protest: Why? 


When the British empire lost control of the Indian subcontinent in 1947, 
Punjab was split between the newly formed states of Pakistan and India, 
with almost all of the Sikhs ending up on the Indian side. While many 
historically and spiritually important Sikh sites were essentially cut off 
from the Sikh population, the Sikhs in Indian Punjab came to dominate 
the cultural and political life of the state. Tensions between Hindu and 
Sikh Punjabis under these conditions may have been predictable, but the 
escalation of conflict to the point where the Sikhs confront the entire In- 
dian-Hindu community demands further consideration. 

Explanations of unrest among the Sikh population since 1947 cluster 
around several different theoretical viewpoints. The simplest of these, as 
expressed in the GOI’s White Paper on the Punjab Agitation, considers that 
the violence has been primarily instigated by “external forces, with deep- 
rooted interest in the disintegration of India.”© The idea of an outside 
conspiracy, encompassing overseas Sikh organizations in the U.S. and 
Canada but focusing on the idea of illicit support from Pakistan, has 
caught the public imagination with a vengeance. While the possibility of 
Pakistani involvement cannot be discounted, the notion of a “Muslim con- 
nection”? owes its popularity to a denial that any sector of Indian society 
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could hold a grievance against the government, and it appeals to many 
whose nationalist sentiments are strong. Putting the blame on outside sub- 
versives allows a comfortable complacency about the domestic situation in 
India itself. Thus far, there is minimal evidence for such subversive in- 
volvement from next door. i 

A second perspective on the Punjab problem comes from the Marxist 
camp. Though the relative weight accorded the factors involved varies, 
most researchers interested in the economic background to Sikh rebellion 
point to the Green Revolution as the catalyst for social tension in Punjab.® 
One effect of technological advancements in agriculture was the creation of 
a class of what have been called "capitalist farmers," mostly among the 
Sikh Jat population. The rise of this newly wealthy farming class meant 
increasing competition with the essentially Hincu merchant sector of the 
cities.? Thus, while Punjab today boasts a per capita income roughly twice 
the national average and hence is rarely perceived as an oppressed region, 
the ascendant Sikh farmers there feel their interests to be at odds with 
those of the predominately Hindu central government. Conversely, so the 
Communist Party of India (Marxist) claims, the ruling Congress Party has 
purposely exploited communal divisions in Punjab so as to thwart this ris- 
ing agricultural class. All of these tensions have been exacerbated by the 
fact that the demographic balance in Punjab has been shifting against the 
Sikhs, as their economic success has encouraged many Sikhs to try their 
hand elsewhere and non-Sikhs to migrate into the state.1? 

A third conception of Sikh rebellion focuses an the idea of the Sikhs as 
an ethnic nation, which in its protest against the Indian government is 
asserting its right to self-determination. This conception mirrors the 
Sikhs’ own rhetoric in which the demands, first for a Sikh state and now 
for the independent nation of Khalistan (Land of the Pure), have been held 
up as rallying points. Though only a small minority of Sikhs actually sup- 
port the idea of Khalistan, the definition of Operation Bluestar and later 
confrontations as part of a war between two nations rather than an inter- 
nal security matter has held great appeal.!! The fact that the geographic 
range of the Sikh religion corresponds generally with the boundaries of the 
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Punjabi language in India has further enhanced the sense of ethnic unity 
among the Sikhs. The state of Punjab was ostensibly created around the 
language issue, thus giving rise to it as a Sikh majority state. There is, 
furthermore, some historical evidence that the converts to Sikhism have 
come in large extent from the Hindu lower castes, who themselves may 
represent ancestrally different ethnic groups from the high-caste Hindus 
who came to dominate modern Indian politics. In this view, though per- 
‘haps stretching the point a bit, the Sikhs share with the Tamils, the Nagas, 
and other peoples outside the Hindi-speaking belt of north central India an 
interest in the decentralization of political power. 

A final orientation to Sikh rebellion centers specifically on the political 
machinations of the Congress Party, which has been accused of purposely 
orchestrating Sikh agitation with the explicit aim of reunifying Hindu In- 
dia around Mrs. Gandhi whose popularity had been fading at the time of 
the 1984 operation.!? That Sant Jarnail Singh Bhindranwale, who accord- 
ing to this theory was Congress's own pawn, got entirely out of hand in 
occupying the Golden Temple precinct with a small private army, only 
served as an excuse for the Operation Bluestar rout, which, if it united all 
Sikhs against the government, also united most Hindus (a far greater 
number) in favor of it. The extent to which the desired goals of Hindu 
unity and support of Congress was achieved was proven in the monolithic 
support accorded Rajiv Gandhi after Mrs. Gandhi's death, aided by elec- 
tion campaign advertising directly inflaming Hindu sentiment against the 
Sikhs. 

Further evidence of the government's complicity in the unrest was pro- 
vided by the “Report of the Citizens’ Commission," which noted that po- 
lice officers in Delhi and other centers of Hindu-Sikh rioting did nothing to 
quell the Hindu backlash of violence against the Sikhs and, in fact, may 
have encouraged it. The Citizens for Democracy and the People's Union 
for Civil Liberties have both stated that the government itself is to be held 
responsible for a large part of the violence.!? The agreement reached by 
Rajiv Gandhi and the Sikh leader, Longowal, in 1985 in which most of the 
original Sikh demands were conceded, causes speculation as to why the 
government had reacted so vehemently in the first place.!^ 

Of the above perspectives, the outside conspiracy theory probably has 
least to commend it, not only because of the absence of reliable informa- 
tion about Pakistani or other involvement but also because such external 
interference cannot explain the groundswell of support among the Sikhs 
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themselves. If an outside “seed” was planted, it nevertheless must have 
fallen upon fertile ground for it to germinate in the manner that it did. 
The importance of the economic changes that have transformed Punjab 
into the breadbasket of India cannot be denied and are a more plausible 
source of current problems. The economic interests of the landowning 
Sikh Jats, however, would not be coincident witk. those of the landless la- 
borers, from whose ranks have come many in the Sikh fundamentalist 
movement. While Marxist writers have generally been quick to condemn 
interclass communal solidarity as antithetical to real social change (based, 
in this paradigm, on class rather than ethnic awareness),!? it is clear that 
in this case economic factors are necessary but not sufficient factors in the 
situation. Other recent ethnic movements, such as that of the Basques in 
Spain, also seem to confound the strictly Marxist view in their blend of 
economic and cultural grievances. The region in which the Basques live, 
like Punjab, is wealthier, not poorer, than the nation as a whole. 

The Sikhs as nation theory, though perhaps a bit abstract, has a great 
deal in its favor. Many observers of Sikh life have noted the sense of unity 
pervading this community, the commonality of its traditions and beliefs, 
and the definite sense of boundary between itself and the wider society. In 
fact, throughout Indian history non-Hindu religious traditions have many 
times been linked to specific ethnic and linguistic groups, from the early 
Buddhists and Jains who are speculated to have sprung from the non- 
Aryan ethnic groups indigenous to the subcontinent,!6 to the modern con- 
verts to Christianity found especially in the far southern periphery of India 
where Aryan penetration was weakest, and also in the tribal northeast. 
Ever since the ancient self-definition of the Aryans as "those who worship 
the Vedic gods," religious and ethnic identities in India have been closely 
intertwined. 

The problem with looking at the current Sikh rebellion as a type of eth- 
nic separatism is the fact that, as noted earlier, modern Sikh identity is of 
relatively recent origin. Historically, the Sikhs themselves have been di- 
vided as to whether they constituted a separate religious tradition. Eth- 
nographers have noted that in the past it was common for Hindus and 
Sikhs to worship at one another's shrines, and that some Hindu families 
would have one son convert to Sikhism. The separateness of the Sikh faith 
as defined by Khalsa Sikhs has only recently been widely accepted, and 
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any paradigm that proposes to consider the Sikhs as an ethnic group must 
delve into the reasons why this sense of ethnic unity has come to the fore 
at the present historical moment. 

The rise of Sikh identity and militancy can profitably draw on all the 
above perspectives, and can certainly be linked to the idea that the ruling 
Congress Party itself may have played a key role in fanning Sikh emotions. 
In the following section, we will trace the dialectical interaction between 
the Hindu revivalism associated with the rise of the Congress Party and 
the corresponding Sikh revival that resulted in the conflict we now see 
before us. The premise is that the Sikhs did not acquire the identity of an 
ethnic nation in a social vacuum; their own sense of unity and separateness 
must be considered in the context of a growing sense of solidarity on the 
part of the Hindu center. 


The Rise of Communal Identities 

Blaming the British for communal divisions on the Indian scene is a com- 
mon pastime these days. Unfortunately, the popular image of India as a 
nonviolent land where all religions were tolerated and all ethnic groups 
coexisted until disrupted by colonization is demonstrably false. While the 
British encouraged Sikh-Khalsa identity into a single stereotype, the attri- 
bution of Sikh militarism to British influences also neglects the key fact 
that during the same period the Hindu majority was also undergoing a 
condensation and redefinition of its identity. The movement was called 
sanghatan, meaning the consolidation, unification, and organization of the 
Hindu community that would be necessary if it were to effectively resist 
foreign (that is, British) domination. The call for Ram Raj, a return to the 
Hindu Golden Age, became a rallying cry for anticolonial organizers in 
the early decades of this century. It should be noted that the British them- 
selves probably had a hand in encouraging this notion during their own 
colonizing in which Hindus suffering under Muslim domination could be 
won over to a British alliance under this theme. However strong the pull 
of the idea of Ram Raj was, however, and however successful in unifying 
Hindus to eventually fight for independent nationhood, this tactic of mo- 
bilization had important negative repercussions, the full impact of which is 
only now becoming evident. 

The major problem with the idea of independence as a return to the 
reign of Rama was the fact that the British, while the main target of at- 
tack, were not the only foreign influences contaminating the Hindu nation. 
There were the Muslims, who prior to independence constituted more than 
one-fourth of the population, as well as smaller numbers of Christians, 
Jains, Parsees, and some lingering Buddhists. As part of the campaign to 
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unify all the people back into a single ethnic nation, Hindu organizations 
started the process of shuddhi (purification), which was aimed at readmit- 
ting people who had converted to these other fziths back into Hinduism. 
There were some strong demographic reasons for this measure; Max 
Weber in his Religion of India reports that from the end of the nineteenth 
century to the beginning years of the twentieth, Hinduism was on the de- 
cline in India while other religious groups were correspondingly increas- 
ing.17 That most of these converts out of Hinduism came from the lower 
castes is not surprising, nor is it illogical that the Hindu revival organiza- 
tions rested on the support of the higher castes (as the main Hindu party 
today, Bharatiya Janata, continues to do). In anv case, organizations such 
as the Arya Samaj, crucial to the education, modernization, and indepen- 
dence movements of India, rested on a firmly Hindu foundation, welcom- 
ing all if only they agreed to eradicate the contamination they had 
acquired through pursuing non-Hindu ways. 

In the case of the Punjabi Sikhs, the insistence on shuddhi was probably 
the single most important factor turning the Sikhs away from the all-In- 
dian Arya Samaj and toward their own organizations, the Singh Sabha and 
later the Akali Dal.!5 Though most Hindus viewed the Sikhs as but a 
single caste within Hinduism, and many Sikhs, as noted, continued to con- 
sider themselves Hindus, the fact that Sikh communities ignored caste bar- 
riers through such longstanding customs as interdining meant that they 
were irreparably polluted. They, too, had to be repurified before being 
welcomed to the Arya Samaj movement. In addition, the Arya Samajists 
in Punjab campaigned for the use of the Hindi language in the schools and 
urged Hindus to discontinue the practice of allowing one son to practice 
Sikhism. As a result, most Sikhs decided to forego the opportunity to be 
repurified, which would have meant virtually losing their separate identity, 
and instead turned to the all-Sikh political forum, already dominated by 
the more militant Khalsa Sikhs. In time, the Akali Dal became inextrica- 
bly linked with the Khalsa itself, and its spokesmen claimed to speak for 
the Sikh Panth generally. Today, opponents of the Akali Dal are por- 
trayed by Akali leaders, and indeed regarded by most Sikhs, as enemies of 
the entire Sikh Panth. 

The point is that the Sikhs during the early articolonial years were re- 
ceiving a mixed message from Hindu leaders. Cn one hand, all were to 
unite, despite differences in doctrines, beliefs, and gods that were in fact 
not only tolerated but actively welcomed as part cf the identity of the mul- 
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tiethnic Hindu nation. This diversity of belief is the aspect of Hinduism 
that has most strongly come through to the West, which has typically 
found it both admirable and puzzling. But diversity of social rules, partic- 
ularly with regard to caste prohibitions, was strictly limited, forcing those 
who sought reform to express it in terms of non-Hindu or heterodox reli- 
gious systems. The fact that the Sikhs, who shared much philosophically 
with most Hindus, were nevertheless impure because of their social prac- 
tices, illustrates this principle well. The Sikhs' response was a campaign 
on the theme of Ham Hindu Nahin (We Are Not Hindus) that was carried 
through to the 1984 occupation of the Golden Temple from which Bhin- 
dranwale issued his demand that the central government recognize Sikh- 
ism as an independent religion. 

Renascent Hindu communalism has taken its most extreme form in the 
development of a paramilitary organization called the Rashtriya Svayam- 
sevek Sangh (RSS), complete with cadres of highly trained troops and an 
ideology of the Hindu state involving the complete elimination of all non- 
Hindu minorities. During World War II, two RSS leaders held talks with 
Hitler with the aim of establishing an Aryan alliance that would enable 
Hindu Aryans to overthrow the British, and prompted Nehru to call the 
RSS “the Indian version of fascism.” The major Hindu political parties— 
first the Hindu Mahasabha and later the Bharatiya Jana Sangh (now liber- 
alized to form the Bharatiya Janata Party), the Hindu Manch, and the 
Shiv Sena—also called for the establishment of a Hindu state in which the 
identity of Indian nationalism and Hindu purity would be made explicit. 
The link between the Hindu organizations and the Congress Party in the 
fight for independence (in which, for example, Congress leaders were ac- 
tive in anti-cow slaughter associations) did much to alienate non-Hindu 
sectors of the population. !? 

That Hindu chauvinism is by no means dead is shown in the fact that in 
1984 an estimated 200,000 RSS members worked to elect Rajiv Gandhi, 
and in 1987 this group once again endorsed his party.2? Though Gandhi 
has alternately tried to placate the minorities and woo the Hindu right, his 
commitment to secular pluralism has to appear shaky, particularly to 
those who remember the Nehru heritage. (The complete transformation of 
this party would surely shock Nehru, who tried to limit the Hindu ele- 
ments within the Congress and to define it as a secular, democratic, and 
universalist organization.) In the post-assassination elections of December 
1984, Congress showed itself to have consolidated its hold to a solid belt of 
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Hindi-speaking Hindus in north central India, while losing ground every- 
where else to regional, communist, or non-Hindu religious parties.?! The 
Congress government in Delhi is now perceived by many of the minorities 
as the Hindu heartland bearing down on the peripheral areas,?? particu- 
larly in the south where the major ethnic party, the DMK, recently swept 
past Congress to an overwhelming electoral victory. Coupled with the dis- 
illusionment with Congress based on recent corruption charges, this re- 
gional dissension bodes ill for Rajiv Gandhi's fuzure as prime minister. 
Although one would not want to convey the idea that all Hindus are 
religious chauvinists (this would be far from the truth, as the tolerance 
many Hindus have held for other traditions is well known), the point is 
that political conditions since the beginning of the century have prompted 
certain elements of this faith to express a markedly intolerant position. 
Sikh-Hindu violence is, in other words, a two-way street. This is an aspect 
of the situation commonly ignored by the Western press, which continues 
to conceive of India as it is portrayed by moviemakers and others attracted 
to the "exotic" Orient. An article in my own local newspaper, the Des 
Moines Register, introduced Sikh violence in the spring of 1988 as follows: 
“In India, where peaceful protests gave birth to a nation four decades ago, 
the cradle of nonviolence is being rocked by regional rebellions, terrorist 
attacks and the taking of hostages. To some, the iand of gurus has become 
the land of guns."?3 The picture of India as a nation of all-tolerant mysti- 
cism provides the backdrop against which the entire world sees Sikh rebel- 
lion as the work of religious fanatics, if not madmen. The fact that such 
rebellion is occurring in all the peripheral and non-Hindu areas of the In- 
dian nation implies, however, that the causes of such rebellion are not to 
be sought in the internal attributes of the peripheral groups themselves. 
What we are seeing is a concert of reactions against the center, whose own 
characteristics are therefore to be seen as a prime mover. Sikh rebellion 
can be understood only in the context of the order against which it pushes. 


The Hindu Order 


It is historical and anthropological evidence that best provide an avenue of 
approach to the dynamics of the Hindu center in India. In particular, any 
inquiry attempting to look at this civilization in macroscopic perspective 
has to consider the incredible persistence of the Hindu social order, asking 
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how it is that this order has been maintained over some 3,000 years since 
its inception. Like much of academic scholarship, half the game is won by 
asking the right questions. Too often, the’ question of why a particular 
order persists is not asked at all, as if persistence is assumed and only 
change need be explained. In this case, the strategies evolved by Hinduism 
in coping with pressures for change are identifiable and point to an answer 
to the puzzle of Sikh protest today. Hinduism cannot be seen as simply 
continuing out of inertia; rather, it was made to continue by specific ac- 
tions that led up to the state of affairs we see before us today. 

One observer in 1983 commented that Hindus carry the Vedas, their 
sacred books, “like a flag,” and this remark aptly highlights the fact that 
the Hindu faith had its origins in, and continues to carry the potential for 
identification with a particular ethnic nation. The Aryan people who cre- 
ated the Vedas were by most interpretations also the creators of India’s 
caste system, in which the upper three (twice-born) levels are the arya 
(pure) while the lower level is the anarya (impure). The elaborate rules of 
pollution, avoidance, and servitude that characterize the caste system all 
have as their endpoint the preservation of Aryan purity; that is, by its 
origins, caste ideology is an ideology of ethnic domination, whatever other 
concomitants it came to have. This is a simple point, but one that many 
writers on caste as a system seem to forget. Anthropologist Gerald Ber- 
reman has been one of the few who consistently points out the key element 
of racial prerogative inherent in caste ideology.?* 

The symbolic idiom utilized in Hindu belief makes the identity of ethnic 
patriotism and spiritual truth inescapable. Balraj Puri points out that the 
Hindu gods are the rivers and mountains of India and even Bharat Mata 
or Mother India itself, and a strong feeling persists that denying these 
means denying India. He writes that “Hinduism meets other religions not 
as another religion but as a representative of the ancient heritage of the 
nation, and has . . . acquired the de facto right to set requirements . . . of 
Indian nationalism."?5 In 1983 the Indian government made an attempt 
to assuage the growing fissiparous tendencies in India by staging a patri- 
otic pilgrimage in which water was brought together from all the sacred 
rivers around the nation, without explicit concern for the fact that this 
tactic by its nature could only unify Hindus, and not other Indians. Simi- 
larly, Hindu temples are national treasures and are so supported, though 
non-Hindu Indians may not enter. The very fact that traditionally one 
could not convert to, but had to be born into Hinduism highlights its ex- 


24. Gerald Berreman, “Race, Caste, and Other Invidious Distinctions in Social Stratifica- 
tion," Race 8 (1972). 
25. Balraj Puri, “Anatomy of Communalism,” Religion and Society 31 (1984):6-13. 
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clusive ethnic character. Even the slightest contact with those outside the ` 
fold demanded elaborate purification rituals, and intermarriage was among 
the strongest taboos. The difficulties of using this religious tradition as a 
model for nationalism in what is really a multiethnic state are obvious. In 
these terms, the tensions we now see are not enigmatic but entirely predict- 
able. 

Despite the upper-caste ideology of consensus and stasis in the caste 
system, those consigned to the lower levels and excluded from the circle of 
the pure did rebel many times in history. Since the definition of the domi- 
nating group was phrased in religious terms, opposition to it most often 
took the form of religious movements as well. The first major upheaval 
came over two millennia ago in the form of the heterodoxies of Buddhism 
and Jainism. The fact that the eventual decline cf Buddhism in India has 
classically been called an enigma is something like the puzzle of Sikh rebel- 
lion today; it is enigmatic only in a paradigm that assumes tolerance, coex- 
istence, and stasis where none exists. 

There was, in fact, a great deal of outright persecution of both Buddhists 
and Jains in Hindu history, episodes that are conveniently forgotten in the 
schoolbooks Indian children read. It was transformation within what was 
then Brahmanism (that is, the ancestral religion to modern Hinduism) that 
eventually took the wind out of the sails of Buddhist heterodoxy. Most 
importantly, the Buddha himself came to be defined as an incarnation of 
the Hindu god Vishnu, so that people claiming allegiance to the Buddha 
were perceived as only worshipping another manifestation of Vishnu. 
Sankara, one of the greatest Hindu philosophers, took over some of the 
key features of Buddhism such as the notion of inner contemplation as the 
key to enlightenment, and hence is dubbed a crvpto-Buddhist by several 
Indian writers today.2° A key distinction of Sankara's scheme, however, 
was the preservation of the caste order that Buddhism rejected; in 
Sankara’s conception only the “competent” could hope to achieve enlight- 
enment, while others were bound to this world of illusion. He was, there- 
fore, accepting the most radical of Buddhism’s philosophical innovations, 
while perpetuating in its entirety the system of inequality that character- 
ized Brahmanic society. This tolerance and ever’ welcome of all possible 
ideas and beliefs, alongside the rejection of any social innovation, remains 
characteristic of Hindu attitudes. 


26. N. Subramanian, “Sankara and the Vedantist Movement,” in Social Contents of Indian 
Religious Reform Movements, S. P. Sen, ed. (Calcutta: Institute for Historical Studies, 1978), 
pp. 30-42; Arvind Sharma, Thresholds in Hindu-Buddhist Studies (Calcutta: Minerva Asso- 
ciates, 1979). 
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The encounter of Hinduism with Buddhist and Jaina heterodoxy in an- 
cient times served as a kind of template for future confrontation, with the 
tradition of erasing heterodoxy by embracing it evolving as a standard pat- 
tern. Anthropologist David Mandelbaum wrote that “it seems almost to 
be a property of this social system that such movements well up periodi- 
cally, develop through the cycle, and then devolve back into the system."?7 

Missing in this description is the sense that this welling up and falling 
back down is not some kind of inherent characteristic of a system, but is a 
specific pattern of recurring rebellion on the part of dispossessed groups 
that consistently fall in favor of a yet more syncretic Hindu philosophy at 
the center. One Indian scholar dubs this the Nilakantha syndrome, Ni- 
lakantha being the god who neutralizes poison by swallowing it, turning 
blue-throated in the process.2® Hinduism, seen over the long term, is a 
dynamic pattern of domination, rebellion, and incorporation, always trans- 
forming itself but maintaining its characteristic social order. Paradoxi- 
cally, it is the very complexity and diversity of Hindu belief that shows its 
greatest intolerance. Critics point out that it is a tradition that cannot 
respect true otherness but can only assimilate otherness to Hinduness, 
which is then accorded legitimate respect. 

Every religious and cultural tradition carries some potential for mobili- 
zation as an ethnopolitical force. Hinduism’s particular burden is its his- 
torical heritage of spiritual imperialism, divided from truly relativistic 
tolerance by a very fine line. This line has been crossed back and forth by 
various leaders in recent years, and it must be a matter of explicit concern 
for reflective Hindus today to orient their religion to a truly democratic 
political position, one with an attitude of respectful coexistence with other 
persuasions. The best among the Hindu community have always held this 
attitude; the worst fail to recognize the existence of the problem. 

Many Hindus today cannot understand why religious minorities con- 
tinue to reject the place offered them within the relativistic Hindu frame- 
work.2? The peculiarly Indian notion of secularism, the idea that 
tolerance to all faiths should be encouraged on the grounds that all repre- 
sent different paths to the same universal truth, has come to dominate 
political discussion to the exclusion of the kind of secularism intended in 
the Western democracies, in which one’s religious beliefs are in no way the 


27. David G. Mandelbaum, Society in India: Change and Continuity, vol. 2 (Berkeley: 
University of California Press, 1970), p. 525. 

28. A. K. Saran, “The Crisis of Hinduism,” Studies in Comparative Religion (Spring 
1971). 

29. Donald E. Smith, “Gandhi, Hinduism, and Mass Politics,” in Religion and Political 
Modernization, D. E. Smith, ed. (New Haven: Yale University Press, 1963), pp. 135-46. 


340 ASIAN SURVEY, VOL. XXIX, NO. 3, MARCH 1989 


concern of the state. For example, Mahatma Gandhi’s statement that “I 
am a Hindu, a Sikh, a Muslim, and a Christian” nas a very different mean- 
ing than the idea that one is a citizen, whose religious beliefs are irrelevant 
to one's citizenship. As one Muslim observer said of Gandhi's comment, 
“Only a Hindu could say that." But then, Gandhi himself said that “those 
who say that religion has nothing to do with politics do not know what 
religion means." He was one leader who had learned the lessons of Indian 
history well. Many scholars, both Indian and Western, have questioned 
the idea of the Indian secular democracy, pointing out that individual, so- 
cial, and political identities in India have historically been entirely tied up 
in religious ideology. Perhaps because of the strong desire on the part of 
the West to find at least one true democracy in developing Asia, these 
perceptions have been largely ignored. As a result, when communal vio- 
lence breaks out it is seen as an aberration, a social problem rather than a 
central feature of this civilization's very identity. 

The various explanations for Sikh protest considered previously, then, 
all contribute to the analysis of recent events. They suffer, however, from 
a lack of historical depth. The Sikh rebellion is not an isolated case; its 
causes, form, and potential for success are directly related to movements of 
the past such as those of the Buddhists and the Muslims. It may be an 
interesting commentary on the Sikh willingness to use violence to establish 
an independent Khalistan that the Buddhists, whose religious ideals de- 
manded nonviolence, were almost entirely eradicated in India, while the 
Muslims, who demanded an independent Pakistan on the grounds that 


‘Muslims could never flourish in a Hindu state, point to the depressed con- 


ditions of the remaining Indian-Muslim minority as evidence for the cor- 
rectness of the prediction. Sikh strategists are not unaware of the 
historical circumstances surrounding Buddhist decline and Muslim sepa- 
ratism and have taken their lessons from this history well. The meaning of 
Sikh rebellion, therefore, must be sought in its relation to the long-term 
dynamic of Indian culture. That this culture has Hinduism at its core 
means that Hindu conceptions of the social order are crucial to the under- 
standing of Sikh motives and tactics in rejecting it. While this article can 
serve as only the sketchiest introduction to this order, it will hopefully 
prompt further consideration of the whole picture of communal tension in 
India, which often gets lost in the drama of immediate events. 
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Chinese foreign policy institute analysts are currently 
engaged in intense research and discussion on the nature and implications 
of emerging trends in the international situation.! In their view, the key 
global trends shaping international relations and the balance of power are: 
the easing of U.S.-Soviet tensions, the resolution of Third World conflicts, 
the ascendancy of economic strength and technological development as 
critical measures of national power, the worldwide emphasis on economic 
reform and readjustment, and the gradual erosion of bipolarity in the polit- 
ical, economic, and military arenas. 

The majority of Chinese experts views these trends as likely to produce a 
new era in international relations in which the frozen pattern of alliance 
and confrontation that has prevailed for four decades is supplanted by new 
patterns of cooperation and competition. The characteristics of this new 
era and its implications for international stability and China's national in- 
terest are perceived to be of critical importance. On the basis of their anal- 
yses of the emerging structure of global power and its implications for 
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1. Among numerous conferences on the international situation and the emerging contem- 
porary era held in China in 1988 were: a symposium on the changing world situation spon- 
sored by Ban Yue Tan in December; a seminar in August on the worldwide wave of reform 
and readjustment sponsored by Guangming Ribao; an all-army symposium on contemporary 
world political and economic affairs and international relations sponsored by the PLA Gen- 
eral Political and General Staff departments at the Nanjing Institute of International Rela- 
tions in April; a seminar on the changing global strategic structure and international balance 
of power sponsored by the Institute of Contemporary International Relations (ICIR) in No- 
vember; and a forum on political and economic multipolarity and competitive coexistence 
sponsored by Shijie Zhishi in December 1987. 
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China, institute experts are making recommendations to the Chinese lead- 
ership on how China should respond to the challenges of the new era. 


Emergence of Global Détente 

Most Chinese analysts are increasingly confident that the easing of U.S.- 
Soviet tensions constitutes a long-term, strategic readjustment of the su- 
perpower relationship.? Institute researchers and leading Chinese com- 
mentators view the new U.S.-Soviet détente not anly as benefiting the 
Soviet Union and the United States but also as underpinning a broader, 
enduring global détente. Some suggest that "this may even be the begin- 
ning of prolonged peaceful competition" between the superpowers as well 
as among other nations. According to senor Xinhua correspondent Peng 
Di, the “fundamental changes in the contents and forms of the competi- 
tion and contention between the United States and the Soviet Union will 
probably become the starting point for a new and more stable postwar 
worldwide détente."^4 

The impact of the new U.S.-Soviet détente is now spreading beyond the 
easing of East-West tensions and providing a stimulus to the resolution of 
Third World conflicts, in the view of most Chinese experts. Regional hot 
spots such as Afghanistan, southern Africa, Cambodia, and the Iran-Iraq 
war have begun to cool down, they maintain, although many difficulties 
must be overcome before final resolutions of these conflicts can be realized. 
Institute researchers perceive regional contention to be far less important 
in the new round of superpower global competition based on comprehen- 
sive indices of national power than it was in the 1970s when military might 
and global expansion were the primary measures of national strength. 
Consequently, they consider Moscow and Washington as increasingly re- 
luctant to intervene militarily in the Third World. Many also assert that 
the prospects for resolving Third World conflicts have been further en- 
hanced by the failure of Third World countries to achieve their objectives 
through military means. The protracted wars in Angola and between Iran 


2. According to Guo Zhenyuan, “the changes in the foundstion of U.S.-Soviet relations 
will continue for at least 20—30 years." ("Important Changes in U.S.-Soviet Relations and 
Their Influences,” Renmin Ribao, December 18, 1988, in Foreign Broadcast Information 
Service, Daily Report/China (hereafter DR/CHI), December 23, 1988. 

3. He Fang, “The International Situation at Present Is in a Period of Important Changes," 
Shijie Zhishi, no. 18 (September 16, 1988), FBIS, DR/CHI, October 13, 1988. He Fang, 
former director of the Institute of Japanese Studies in the Chinese Academy of Social Sci- 
ences (CASS), predicted that “the current détente will last longer and will at least extend into 
the next century." 

4. Peng Di, "Internationally, We Should Strive for Peace, Domestically for Changes," Ban 
Yue Tan, no. 18 (September 25, 1988), FBIS, DR/CHI, October 21, 1988. 
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and Iraq are pointed to as conflicts that have severely drained the econo- 
mies of the combatants, weakening each nation’s ability to compete inter- 
nationally and advance its global position.? The coincidence of these two 
trends—the realization by many Third World leaders of the futility of 
armed conflict and the new interest of the superpowers in resolving re- 
gional disputes—has, according to Chinese researchers, diminished the in- 
ternational significance of regional conflicts, substantially improved 
chances for their resolution through political means, and thus further 
strengthened the prospects for an extended period of eased international 
tensions. 

Another factor that has increased Chinese analysts’ optimism about the 
chances for an enduring global détente is the U.S. consolidation of an ad- 
vantage in the Soviet-American balance of power. Although most analysts 
had concluded by the mid-1980s that the U.S. had regained the upper 
hand in the balance and would retain it through the rest of the decade, a 
significant number of experts remained fearful that near-term success of 
Gorbachev's program for economic restructuring and growing weakness in 
the American economy could result in a shift in the balance in Moscow's 
favor as early as the 1990s. A rebounding of the Soviet economy might 
enable the Soviet Union to accelerate its military buildup and resume ex- 
pansionist activities in the next century. 

By early 1988, however, the concern about such a possibility had virtu- 
ally evaporated. The dismal Soviet economic performance in 1987 and 
increasingly apparent obstacles to the implementation of economic reforms 
in the Soviet Union have led the majority of Chinese experts to adopt a 
more sober view of the prospects for a Soviet economic resurgence in the 
Short run. At the same time, Chinese fears about an impending American 
economic recession have eased, and most analysts are now optimistic 
about near-term U.S. economic strength. The majority of institute experts 
now views the U.S. as having a substantial advantage over the Soviet 
Union in the economic and technological dynamism that they perceive to 
be of increasing importance in determining a nation's standing in the bal- 
ance of power. Current Chinese estimates of the U.S.-Soviet balance of 


5. Zheng Bijian, former personal secretary to Hu Yaobang, who in 1988 became vice- 
president of CASS and director of the CASS Institute of Marxism-Leninism, and Guo 
Zhenyuan, deputy chief of the World Economy and Science-Technology Development Divi- 
sion, State Council's Center for International Studies, suggest that the trend toward decreas- 
ing conflict in the Third World is in part a result of the end of the "revolutionary tide of 
national emancipation" that began after World War II and a new emphasis on "shaking off 
poverty through economic and social development," in "Comments on Worldwide Wave of 
Reform and Readjustment,” Guangming Ribao, August 7, 1988, FBIS, DR/CHI, August 25, 
1988. 
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power predict that Washington will retain the upper hand over Moscow 
through at least the end of the century. 

This prevailing U.S. edge is considered by most Chinese experts as bene- 
ficial to China’s security interests. The U.S. is not expected to obtain a 
destabilizing advantage over the Soviet Union, which could lead to a new 
escalation of the arms race and renewed U.S.-Soviet tensions. Although 
the buildup of U.S. military power was instrumental in the Reagan admin- 
istration's successful effort to shift the balance of power in favor of the 
United States, Chinese analysts say, high levels of military spending exac- 
erbated U.S. economic difficulties and can no longer be sustained." While 
most Chinese analysts predict that the U.S.-Soviet balance of power will 
likely remain relatively stable through the end of the century, they also 
contend that the global standing of both superpowers is declining relative 
to other major powers, including Japan, China, and Western Europe. 
Many assert that as the primary determinant of national power shifts from 
military capability to economic and technological strength, the major chal- 
lenge to the international position of the U.S. will emanate not from the 
Soviet Union but from America’s closest allies.9 


6. A minority of analysts suggest that the U.S. advantage in the balance of power could 
tempt Washington to pursue more aggressive foreign policies aimed at exploiting Soviet 
weakness. Zi Zhongyun, director of the CASS Institute of American Studies, notes that the 
United States “has so far not carried out expansion abroad capitalizing on Soviet contrac- 
tion," but asks, “will it do so in the future?" in “The Situation Tends to Become More Re- 
laxed but Contention Remains Dominant," Shijie Zhishi, no. 18, FBIS, DR/CHI, October 
13, 1988. 

7. See, for example, Li Gang, believed to be an analyst from the Institute of Contemporary 
International Relations (ICIR), “Trends of U.S. Post-Reagan Third World Policy," 
Liaowang Weekly (overseas edition), no. 39, September 26, 1988, FBIS, DR/CHI, October 4, 
1988. Yin Zhikuan, writing in the journal of the Beijing Institute of International Strategic 
, Studies (BIISS), asserts that the U.S. is not "capable of having tco big an upper hand over the 
Soviet Union because of the overextension and inadequacy of i:s armed forces, its declining 
economic power, and the existent differences among its allies," in “Continuous High-Speed 
Economic Development of the Asian-Pacific Region is Conducive to China's Coastal Eco- 
nomic Development Strategy: A Summary of the Seminar on :he Situation in the Asia-Pa- 
cific Region," International Strategic Studies, no. 2, June 1988. 

8. Li Changjiu, asserting that Japan and Western Europe have become the “main rivals," 
of the U.S., contends that “under these circumstances, when th» U.S. is falling in status as a 
leading world power and is at the same time faced with fierce competition from Japan, the 
Soviet Union's diplomatic offensive for peace is right in line with U.S. interests in improving 
relations with the Soviet Union in order to free more energy to compete with Japan," in 
"Roundup: Economic Background and Effects of Adjustment of U.S.-Soviet Relations," 
Xinhua, September 8, 1988, FBIS, DR/CHI-88-177. 
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Multipolarity and New Configurations 

of Power 
Another key characteristic of the emerging international situation, accord- 
ing to Chinese analysts, is the erosion of the bipolar structure of interna- 
tional relations that has existed for more than four decades and the 
dispersion of economic, political, and military strength among new centers 
of power, or “multiple poles.” The majority of institute experts considers 
bipolarity to be weakening more rapidly in the economic and political than 
in the military sphere. Chinese analysts hold that economic and political 
multipolarity originated in developments of the late 1950s and early 1960s, 
including splits in the socialist camp, especially the emergence of the Sino- 
Soviet dispute; the growing economic power of Japan and Western Europe 
in the capitalist camp, which challenged U.S. economic and political domi- 
nance; and the increasing independence of the Third World and the devel- 
opment of the nonaligned movement. 

The gradual weakening of U.S.-Soviet bipolarity as a determining factor 
in world politics is seen as giving rise to new, more complex configurations 
of power. The number, characteristics, and significance of various emerg- 
ing power groupings are subjects of heated discussion and debate in Chi- 
nese intellectual and policy circles.? The U.S.-Soviet-Chinese strategic 
triangle, which emerged in the late 1960s, is viewed by the majority of 
analysts as currently the most important multipolar configuration of 
power. Despite recent improvements in U.S.-Soviet and Sino-Soviet rela- 
tions, most Chinese experts maintain that the dynamics of U.S.-Soviet- 
Chinese triangular relations continue to exert a major influence on global 
politics. !° 

Some other configurations of power noted in published Chinese analyses 
of the contemporary era and in private conversations are: an Asian 
quadrangle that includes China, Japan, the Soviet Union, and the United 
States; a European quadrangle composed of Eastern and Western Europe, 


9. Differing views of multipolarity were reportedly expressed at a seminar held June 18, 
1988, on “The International Situation After the Third Plenary Session of the 11th CPC Cen- 
tral Committee and the Achievements of China’s Foreign Policy,” cosponsored by the For- 
eign Affairs College and the History of China’s International Relations Research Association. 
The seminar was attended by more than 30 people, including Foreign Ministry officials, jour- 
nalists, university professors, and institute analysts. (Xu Binghe, Guangming Ribao, June 22, 
1988, Joint Publications Research Service (JPRS)-CAR, September 19, 1988). 

10. A minority of experts argues that the importance of the strategic triangle has dimin- 
ished significantly and will further decline as a new global power structure takes shape. 
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the Soviet Union, and the United States; and a globzl pentagonal configur- 
ation of the U.S., the Soviet Union, Japan, China, and Western Europe.!! 

The erosion of bipolarity and growing importance of new power centers 
in the last few years, most analysts contend, is the result of recent inter- 
related developments, including: 


— the superpowers’ failed efforts to achieve global hegemony, especially 
Moscow’s unsuccessful drive in the late 1970s to expand Soviet presence 
and influence in the Third World; 

— the inability of either superpower to break the nuclear stalemate and 
attain nuclear superiority; 

— growing awareness in the U.S., the Soviet Union, and other countries 
of the declining utility of military power as a tool of foreign policy; 

— internal economic difficulties of the superpowers, which have placed 
sharp limits on their ability to continue expanding their military power 
and compelled them to negotiate arms reductions and to undertake eco- 
nomic "reform and readjustment;"!? and 

— the decline of Soviet and American political and economic power rel- 
ative to other states and power centers at a time of increasing importance 
of economic/technological strength, and the decreasing salience of mili- 
tary/strategic factors as primary determinants of national power and rela- 
tive global position. 13 


Chinese analysts also view these developments and trends as key factors 
stimulating changes in Soviet and American policies leading to the new 
U.S.-Soviet détente. Some experts see the easing of superpower tensions as 
closely linked to the emergence and strengthening of multipolarity. Ji Yin, 
writing in Shijie Zhishi, maintained that the new U.S.-Soviet détente “has 
emerged under the circumstances that a multipolar structure is emerging 
in the world, the force of both the United States and the Soviet Union has 
been weakened, and both their control over their own allies and their influ- 
ence on international affairs is declining. For this reason, the bi-polar 


11. Chinese analysts also note that the relative power of many specific developing coun- 
tries is increasing, but contend these countries do not constitute a “pole” in the international 
configuration of power. 

12. Peng Di, “Détente Mingled with Readjustment,” Liaowcng Weekly (overseas edition), 
no. 37 (September 12, 1988), FBIS, DR/CHI, September 20, 1988. 

13. Zheng Bijian and. Guo Zhenyuan recently calculated that the combined GNP of the 
U.S. and the Soviet Union shrank from 40% in 1960 to 30% in 1980, while the total GNP of 
Western Europe, Japan, and China grew from 30% to 36% in the same period. (“Comments 
on Worldwide Wave of Reform and Readjustment.") 
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structure will not be strengthened but the trend of multipolarization will 
be developed further.” !4 

Most Chinese analysts contend that the new technological revolution is 
accelerating the trend toward multipolarity. Institute experts especially 
stress that the development of new technology is likely to have a decisive 
impact on a nation’s competitiveness and thus on its relative economic and 
political power position in the twenty-first century. According to Zheng 
Bijian and Guo Zhenyuan: 


New productive forces, represented by the new information technology, 
bioengineering, and new materials will bring about important and substantial 
changes in worldwide social productive forces and great changes in the relative 
competitiveness of various production sectors and various countries. This will 
inevitably become a great force striking at the existing economic systems and 
structures of various countries and the entire international strategic pattern.!? 


The necessary response by all countries to the challenges of this new 
period of rapid technological change, according to many analysts, is to 
undertake reform and readjustment in the economic, political, military, 
social, and cultural life of their societies. In the next century, these ana- 
lysts contend, power will be redistributed based on the success or failure of 
countries in the reform and readjustment “race” to facilitate the rapid de- 
velopment and economic application of science and technology.!ó In the 
course of this intense global competition, they warn, some countries will 
rise in importance, while others will fall. Wang Shu, director of the For- 
eign Ministry's Institute of International Studies (IIS), maintained that 
"countries in the world are all aware that only by developing advanced 
Science and technology and by introducing them into production as 
quickly as possible can they achieve superiority in aggregate strength and 
that this superiority will determine their places in the world in the next 


14. Ji Yin, “U.S.-Soviet Détente and Western Europe,” Shijie Zhishi, no. 17 (September 1, 
1988), FBIS, DR/CHI, September 23, 1988. 

15. Zheng Bijian and Guo Zhenyuan, “Comments on Worldwide Wave of Reform and 
Readjustment." According to Wang Shu, director of the Foreign Ministry's Institute of In- 
ternational Studies (IIS), "the new technology revolution is affecting the present systems and 
structures of international trade, investment, and finance, and its impact on the world econ- 
omy and politics is not to be overlooked. Therefore new technology is not only a technical 
problem but one that concerns national strength and social life as well as the world economic 
system and political structure." Wang Shu, "The New Technological Revolution and Eco- 
nomic Diplomacy," CPIFA Journal, no. 6, Chinese People's Institute of Foreign Affairs, De- 
cember 1987. 

16. "All countries are now engaged in fierce competition, in the hope of gaining a 
favorable position" in the next century, according to Wan Guang, director of research at the 
Center for International Studies, in “The World Today: Unity and Contradiction,” Beijing 
Review, August 22-28, 1988. 
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century.”!7 The changes in the global power structure will be rendered 
even more difficult to predict accurately, Wang and other analysts note, 
because of new technological breakthroughs in the coming decade and in 
the beginning of the next century that will further transform economies 
and social structures and potentially widen the power gap between those 
states that are successful in technological development and those that fail 
to keep pace. Chinese experts estimate that the growing importance of 
technological and economic strength will play to the comparative advan- 
tages of countries such as Japan, which are weaker than the superpowers 
militarily but also devote less of their GNP to defense and more to devel- 
opment of civilian technology and comprehensive economic strength. 

The intensifying economic and technological competition among states 
will crosscut ideological lines and security alignmenis, thus further eroding 
the dominance of the United States and the Soviet Union and weakening 
their respective alliance systems, in the view of many Chinese experts. The 
development of new technology, especially information technology, they 
contend, will turn production, trading, and financial activities of major 
nations into a single integrated network from which no country can afford 
to be excluded.!? 

Fierce economic competition is also viewed zs likely to ultimately 
strengthen, not weaken, the trend toward economic and political interde- 
pendence. Huan Xiang, director of the Center for International Studies 
and adviser to top Chinese leaders, characterized economic relations 
among countries in the new era as “competition-friction-coordination- 
competition again-friction again-coordination." Nations will compete in- 
tensely, Huan maintained, but will be “compelled to promote coordination 
mainly because they want to avoid greater loss or conflict."!? Chinese ex- 
perts have already pointed to a trend toward greater cooperation among 
advanced industrialized countries in managing and resolving their eco- 
nomic differences. In addition, analysts note, the relaxation of political 


17. Wang Shu, “Three Major Factors Help Bring About Dialogue and Détente," Shijie 
Zhishi, no. 18 (September 16, 1988), FBIS, DR/CHI, October 6, 1988. 

18. See, for example, the comments of IIS Director Wang Shu, cited in a September 16 
Xinhua report on a forum on the new era sponsored by Shijie Zhishi, in FBIS, DR/CHI, 
September 19, 1988. 

19. Huan Xiang, "One World, Two Systems, Political and Economic Multipolarity, and 
Competitive Coexistence," a speech delivered at a forum sponsored by Shijie Zhishi to mark 
publication of its one-thousandth issue on December 25, 1987, in Shijie Zhishi, no. 3 (Febru- 
ary 1, 1988), FBIS, DR/CHI, March 8, 1988. Zheng Bijian and Guo Zhenyuan foresee fierce 
economic and technological competition leading to cooperation and again to competition, but 
are more optimistic that "as a result of the further development of internationalization of 
productive forces, a new and more effective international harmony may be achieved." 
("Comments on Worldwide Wave of Reform and Readjustment.") 
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relations between socialist and Western countries “provides more opportu- 
nities for cooperation,” as socialist countries develop commodity econo- 
mies that link up “all countries and worldwide competition."?? Some 
experts also view North-South relations as tending toward less antagonism 
and greater interdependence. Many analysts stress that global problems— 
such as threats to the environment, proliferation of nuclear and chemical 
weapons, and protectionism—increasingly affect the interests of all nations 
and require greater coordination of international efforts to find solutions. 
This will also strengthen the trend toward political interdependence, they 
predict, and increase all countries’ interest in establishing and maintaining 
a peaceful international environment. 

Although most Chinese analysts agree that these trends and develop- 
ments are strengthening multipolarity and eroding bipolarity, they differ 
over whether the international trends underway will result in a fundamen- 
tal change in the global power structure. One view is that the unfolding 
global trends will lead to the emergence of a dramatically different balance 
of global power in the next century, evidenced most prominently by the 
dissolution of longstanding power blocks, particularly NATO and the 
Warsaw Pact. Proponents of this view contend that although the U.S. and 
the Soviet Union will likely remain as preeminent military powers, the de- 
clining importance of military capabilities as measures of national strength 
may deprive one or both countries of their superpower status.?! 

Another view, widely held by Chinese experts on the United States, is 
that the bipolar, East-West global power structure that has shaped interna- 
tional politics since World War II will not be dismantled in the foreseeable 
future, despite the strengthening of multipolarity. Senior Xinhua corre- 
spondent Wu Jin maintained that “it is unlikely for us to expect the super- 
power status of the United States and the Soviet Union to change 
fundamentally in the foreseeable future,” and Zi Zhongyun, director of the 
CASS Institute of American Studies, contended at a forum in September 
1988 that “there is no possibility in sight that NATO and the Warsaw Pact 


20. Tense economic relations between the U.S., Japan, and Western Europe, Peng Di 
noted in September 1988, have led to increased consultations among these countries and joint 
actions to mitigate crises. ("Détente Mingled with Readjustment.”) 

21. "Looking at all factors, including the technological revolution, economic and military 
strength," Wan Guang of the Center for International Studies asserted in August 1988, “a 
significant change in the balance between major forces, including the United States and the 
Soviet Union, the three big Western economic centers, developed and developing countries, 
and developing countries themselves, will probably take place with the beginning of the 21st 
century." (Wan Guang, “The World Today: Unity and Contradiction.") 


356 ASIAN SURVEY, VOL. XXIX, NO. 4, APRIL 1989 


would disintegrate."?? Although U.S.-Soviet tensions will ease further, ac- 
cording to Zi, competition between the two superpowers will remain the 
primary phenomenon in global politics for the foreseeable future. 

A senior analyst of American foreign policy in the Institute of Contem- 
porary International Relations (ICIR) similarly predicted in March 1988 
that the global "strategic pattern will remain bipolar." The trend toward 
greater military and political cooperation among West European countries 
will accelerate, he estimated, but will not jeopardize the U.S. alliance with 
Western Europe. The expert contended that while economic and techno- 
logical capability will become increasingly important as measures of na- 
tional power, military strength will not be rendered unimportant. Instead, 
he argued, the basis of national power will depend on a multitude of fac- 
tors that measure economic, military, political, scientific, technological, 
and cultural strength. For this reason, the ICIR znalyst expressed doubt 
that Japan would become a global superpower as it is unlikely to dramati- 
cally build up its military capabilities in competition with the United 
States and the Soviet Union.?5 - 


Perceived Implications of the 

“New Era” for China 
Many Chinese institute analysts, while hopeful that unfolding global 
trends will increase international stability and enhance Chinese security, 
nevertheless point to potential sources of instability in the emerging era. 
They are concerned, for example, about the declining ability of the super- 
powers to control the proliferation of advanced weapons, especially nu- 
clear and chemical weapons; to prevent the outbreak of conflicts in the 
Third World; and to check the spread of terrorism. They are also worried 
that intensifying worldwide economic competition could lead to a sharp 
increase in protectionist trade policies and promote political discord 
among states. Many experts explicitly look to the United States to exercise 
a leading role in managing possible threats to international stability, par- 
ticularly in the transition from a bipolar to a multipolar world.?* 


22. Wu Jin, presentation at Ban Yue Tan-sponsored symposium, in Ban Yue Tan, no. 24 
(December 25, 1988), FBIS, DR/CHI, January 25, 1989, and Zi Zhongyun, “The Situation 
Tends to Become More Relaxed but Contention Remains Dominant." 

23. Private conversation in Beijing, March 1988. 

24. “The emergence of new industrialized countries and the proliferation of military tech- 
nology in the Third World are posing more of a challenge to the free trade system and to the 
security system established by the United States since World War IL" Li Gang warned in 
“Trends of U.S. Post-Reagan Third World Policy." According to Li Gang, “whether the 
next [U.S.] administration can preserve the post-war free trade system, maintain a balanced 
world pattern in the transition from a bipolar to a multipolar world, and promote the U.S. 
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Most Chinese experts estimate that on balance the emerging global 
trends of the new era will be favorable to Chinese interests, as the growing 
significance of economic strength and technological development in deter- 
mining national power provides China with an opportunity to enhance its 
global standing and play a more important international role. At the same 
time, however, the emerging era is perceived by many experts as posing 
new dangers for Chinese security. There is growing concern among them 
that China may fail to meet the challenge of intensifying international eco- 
nomic and technological competition in the coming era. Li Yueguo, in- 
spector of the State Commission for Restructuring the Economy, 
contended in August 1988 that “the technological gap between China and 
some developed countries has widened,” and he warned that “the accelera- 
tion of scientific and technological progress in China is a task which 
brooks no delay.”25 

China’s ability to compete successfully in the twenty-first century, Chi- 
nese analysts assert, will hinge on its performance in the next 10-15 years. 
The possibility that reform and readjustment programs underway in many 
capitalist and socialist states could show rapid gains a decade hence and 
the likelihood that technological development will advance at an accelerat- 
ing pace have made even more urgent Beijing's task of laying the founda- 
tion in the 1980s and 1990s for economic growth in the next century. 
Huan Xiang warned in a speech in December 1987 that if China fails to 
"accelerate and deepen reform" and expand the opening to the outside, 
“other countries will surpass us one after another in the coming ten years. 
This is very dangerous. We should have a sense of crisis, eagerness and 
urgency.”’26 

Chinese analysts are also deeply concerned that the diminished impor- 
tance of strategic factors in international relations in the new era will 
weaken China’s global position and reduce its leverage over other powers, 
especially the U.S. and the Soviet Union. Until now, factors such as mili- 
tary capability and geostrategic importance have been the primary sources 
of China’s international prestige and bargaining strength in relations with 
the superpowers. China's post-1949 development of military power, espe- 
cially nuclear weapons, made it “a force to be reckoned with,” noted Zi 
Zhongyun. Since the late 1960s, according to Zi, Beijing has been able to 
advance its international position by exploiting the strategic contradictions 


concept of value [human rights and democracy] along with the tide of transformation in the 
Third World will all depend on the wisdom and capability of a new generation of U.S. lead- 
ers." 

25. Li Yueguo, “Conduct a Serious Study of the Worldwide Trend of Reform and Read- 
justment.” 

26. Huan Xiang, “One World, Two Systems.” 
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between the Soviet Union and the United States. But in the new era, she 
asserts that. ' 


when international economic competition plays an increasingly greater role, the 
soundness of our own economic and cultural development will become more 
important to us. Even in an intense situation, if China is so weak that others 
think it can be brushed aside despite its very important strategic position, vast 
territory, and huge population, nobody will take it seriously.27 , 


Chinese analysts’ fears that the declining importance of strategic and mili- 
tary measures of power will significantly weaken China’s international po- 
sition provides additional urgency to Beijing’s efforts to narrow the 
economic and technological gap with the advanced countries. 

In their discussions of the challenges that the new era poses for China, 
institute analysts have examined the appropriateness of Beijing’s current 
foreign policy for managing China’s interests in the emerging international 
situation. The dominant judgment, they say privately, is that the “in- 
dependent foreign policy of peace” and the five principles of peaceful coex- 
istence will continue to provide a sound basis for conducting China's 
foreign relations. Nevertheless, they confide that many experts advocate 
minor adjustments in Chinese foreign policy in response to the onset of 
global détente and the ascendancy of new configurations of power. 

In their recommendations to the Chinese leadership, institute analysts 
are urging Beijing to take steps to further ease tensions and improve rela- 
tions with all countries, especially the Soviet Union. The growing eco- 
nomic challenge of the new era has heightened the need to maintain a 
peaceful international environment in which China and other countries 
can focus on economic modernization. These Chinese analysts favor accel- 
erating the pace of normalization of Sino-Soviet ties to prevent China from 
being “left out" as the U.S. and the Soviet Union improve relations. Some 
also advocate steps to improve relations with longstanding adversaries 
such as Vietnam and India. Based on their assessment of emerging inter- 
national trends, these experts contend that increased focus on economic 
development globally will create propitious conditions for resolving differ- . 
ences with neighboring states on terms favorable to China. 

Institute analysts also propose that Beijing play a more activist interna- 
tional role and assume greater responsibility for global and regional secur- 
ity. They maintain that increased willingness by many countries to seek 
political solutions to regional conflicts demands that China actively par- 
ticipate in the peace process. In the Cambodia conflict, for example, ex- 
perts have warned that the adoption of an uncompromising stance by 


27. Zi Zhongyun, “The Situation Tends to Become More Relaxed but Contention Re- 
mains Dominant.” 
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China could lead Beijing to be viewed as an obstacle to a political settle- 
ment. Some Chinese analysts maintain that summarily rejecting Moscow’s 
overtures for regional security discussions and specific arms control meas- 
ures will be an increasingly unviable policy in the emerging era. These 
experts support development of policy positions on specific Asian security 
issues in response to Gorbachev’s Vladivostok and Krasnoyarsk initiatives. 
A prominent ICIR Southeast Asian specialist said privately in September 
1988 that China must look beyond the settlement of the Cambodia conflict 
and begin to formulate policies that address the security challenges of the 
new era. “The Soviets will make more proposals,” he asserted, and “we 
cannot keep saying no.” 

Some institute experts are urging that China become more actively in- 
volved in international forums for enhancing global security. These ana- 
lysts favor increased Chinese participation in international efforts to ban 
chemical weapons, check nuclear proliferation, and curb international ter- 
rorism, for example. Some have also advocated that Beijing vigorously 
support the regulation of global conventional arms sales and that it set 
guidelines and limits on Chinese weapon sales. The sale of intermediate- 
range ballistic missiles to Saudi Arabia by Beijing not only had a detrimen- 
tal effect on Sino-American relations, these experts contend, but also dam- 
aged China’s international image. Continued unregulated Chinese weapon 
sales, they fear, could lead other states to view China as irresponsibly fuel- 
ing regional conflicts at a time when international efforts are focused on 
reaching political solutions. 

The vast majority of Chinese institute experts strongly supports the 
open door policy and advises that in the new era China must become more 
deeply integrated into the global economic and political system. Despite 
the risks of increased susceptibility to the volatile world market as well as 
of greater interference in Chinese internal affairs by the international com- 
munity on such issues as human rights and population policy, most ana- 
lysts insist that Beijing must resist the temptation to restrict China’s 
involvement in global economic and political affairs. The success of 
China’s economic modernization program, they stress, hinges on Beijing’s 
willingness to be a full participant in the global process of economic devel- 
opment and technological innovation. 


Implications for the U.S. 
Chinese analysts’ policy recommendations based on their assessments of 
emerging global trends do not constitute a call for a major shift in Beijing’s 
foreign policy but rather for an adaptation of its “independent foreign pol- 
icy” to changing circumstances. Overall, the recommended policy adjust- 
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ments, if adopted by the Chinese leadership, are likely to be more 
favorable than damaging to U.S. interests. 

The implications for the United States of more active participation by 
Beijing in a wide range of international organizations and groupings, rang- 
ing from informal economic associations in Asia to regional and global 
security discussions, would have to be assessed on a case-by-case basis. In 
some instances, such as negotiations to ban chemical weapons, China and 
the United States may pursue common objectives and hold identical views 
on specific issues. Chinese participation in international discussions on 
controlling sales of specific types of weapons systems such as ballistic mis- 
siles could also be compatible with American objectives since it would im- 
- ply a willingness by Beijing to agree to international restraints on selected 
Chinese activities. More active Chinese efforts on other issues, however, 
such as opposing the deployment of space-based weapons and promoting 
the creation of nuclear-free zones, could run counter to American inter- 
ests. 

Tensions in Sino-American relations resulting from U.S. criticisms of 
Chinese internal policies on issues such as Tibet, population control, and 
political dissent could be mitigated and assume reduced significance if Chi- 
nese leaders were to accept the institute analysts' assessment that subject- 
ing Chinese domestic policies to international scrutiny is one of the 
unavoidable costs of increasing political interdependence. Although Chi- 
nese leaders are likely to continue to object to what they perceive to be 
interference in China's internal affairs, the friction produced in Sino- 
American relations by such criticisms may be easier to manage. 

As a consequence of Chinese analysts’ assessments of emerging global 
trends and the requirements of the new era, Beijing will likely see a dimin- 
ishing need for anti-Soviet strategic cooperation with the United States. 
The Soviet threat to China and to international stability is perceived as 
likely to continue to decline as a result of the sustainability of Washing- 
ton's advantage over Moscow in the U.S.-Soviet balance of power and con- 
tinued Soviet preoccupation with internal reform and the easing of 
external relations. At the same time, however, Chinese predictions of in- 
tensifying economic and technological competition in the new era and 
growing concern that Beijing may fail to narrow the gap with the West are 
likely to increase the importance of Sino-American relations to China in 
the coming decade. Although the anti-Soviet component of U.S.-Chinese 
strategic ties may recede in importance, economic and technological fac- 
tors in the relationship will nevertheless be increasingly compelling strate- 
gic considerations for China. Beijing's concern to expand its access to 
advanced technology, trade, and investment will thus provide a strong im- 
petus for maintaining close ties with the U.S. and other Western countries. 
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Institute analysts’ assessments and recommendations to the Chinese 
leadership suggest that China’s relations with the U.S. will continue to be 
more important to Beijing than its ties with the Soviet Union. Although 
relations with Moscow will remain a high priority in China’s foreign pol- 
icy, the analysis of the new era by Chinese experts relegates the Soviet 
Union to secondary importance as a world power. Analysts’ conception of 
the new era suggests that the Soviet threat to China is likely to continue to 
diminish for the foreseeable future, thus reducing the need to focus Bei- 
jing’s foreign policy on managing the Soviet threat. The growing impor- 
tance of economic power implies that while China’s trade and other ties 
with the Soviet Union may expand significantly, Moscow will be of margi- 
nal utility to China as it pursues its priority objective of narrowing the 
economic and technological gap with the most advanced countries in the 
world. 

The Soviet-led socialist camp is not perceived by the majority of Chinese 
institute analysts as presenting a viable alternative economic system that 
might induce China to change its current orientation toward the West. 
Chinese experts maintain that Moscow, like Beijing, must become more 
integrated into the U.S.-led global economy if it is to reinvigorate the So- 
viet economy. Thus, while most analysts view normalization of relations 
with the Soviet Union as both necessary and desirable in the emerging era 
of global détente, they see strict limits on the value of Sino-Soviet ties to 
China’s economic modernization. 

The above forecast of Chinese foreign policy appears to have been borne 
out at least in part by the decisions reportedly reached at the Chinese 
Communist Party Politburo meeting held in December 1988, which, ac- 
cording to one Chinese source, was convened at the urging of Huan Xiang 
to reexamine Chinese foreign policies in the emerging world situation. The 
Politburo called for Beijing to “develop and enrich” China’s independent 
foreign policy of peace in order to meet the changes in the international 
environment. The gathering of senior leaders also concluded: 


We must enthusiastically help develop the international situation in the direc- 
tion of long-term détente, continue to oppose hegemonism and power politics, 
and vigorously advocate efforts to establish a new international political order 
on the basis of the five principles of peaceful coexistence and a new international 
economic order on the basis of equality and mutual benefit.?? 


In addition, Chinese leaders reaffirmed the necessity of adhering to the 
open door policy and stressed the importance of according higher priority 
in Chinese foreign policy to economic, scientific, and technological cooper- 


28. Beijing Domestic Service, December 24, 1988, FBIS, DR/CHI, December 27, 1988. 
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ation with foreign countries. Based on Chinese experts’ private accounts, 
the Politburo also concluded that even after the normalization of Sino- 
Soviet relations China will not pursue an equidistant policy between the 
U.S. and the Soviet Union, and Sino-American ties will be maintained 
"higher, closer, and deeper” than Sino-Soviet relations. 





THE CHANGING NEW ZEALAND 
DEFENSE POSTURE 
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On July 9, 1984, David Lange affirmed that ANZUS 
remained a part of the New Zealand defense arrangement, saying: 


It will continue. The suggestion that it would be frustrated if New Zealand took 
the moral stand which I believe New Zealand ought now to take, of declaring its 
abhorrence to nuclear weaponry, and its concern for nuclear propulsion, by ab- 
solutely prohibiting that in our territorial waters, would not mean the end of 
ANZUS.! 


In 1986, the bipartisan Report of the Defence Committee of Enquiry 
, commented that it stretched public credulity to suggest that an ANZUS 
.treaty devoid of any military cooperation, logistic support, or “security 
guarantee" made any sense as a defense policy for New Zealand. This 
report was issued in July when it had become clear that formal withdrawal 
of the U.S. security guarantee to New Zealand was imminent.? 

In 1987, Prime Minister Lange said, “New Zealand is better out of 
ANZUS." 


New Zealand Perspectives 
New Zealand's historical isolation is sometimes overlooked by people in 
the northern hemisphere, and the actions of the Lange government and 
.New Zealanders' reactions have surprised members of the Western alliance 
who find it hard to understand the preoccupation with nuclear war, the 
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prime minster's tergiversations, and the degree of public support for poli- 
cies that have undermined Western solidarity. But there are precedents in 
the country's history for surprising legislation and acceptance by the peo- 
ple, and New Zealand's developing emphasis on the South Pacific region is 
linked to a growing appreciation of the ancient Maori tradition of belong- 
ing to the region. Moreover, behind today's attitudes lie the memory of 
the mushroom cloud that resulted from French atmospheric testing in the 
1960s and a mounting frustration at the growth of the superpowers’ nu- 
clear stockpiles. This article will trace the changes in government posture 
in the past few years and note the many different attitudes toward defense 
in New Zealand. 

New Zealand history and geography have influenced the development of 
the national identity. Bilateral relations with the United Kingdom long 
dominated New Zealand's international relations. The Statute of West- 
minster offered formal constitutional independence in 1931, and it was rat- 
ified by the New Zealand government in 1947. During the 1930s, New 
Zealand insulated itself from the world economy and adopted tariffs that 
tended to limit trade and technological transfer? André Siegfried—the de 
Tocqueville of New Zealand—noted the idealism and moral fervor in the 
country, the contempt for political theories, the practical empirical oppor- 
tunism, and New Zealanders’ persuasion that the eyes of the world were 
focused on their country in 1899. Siegfried saw the effects of smallness and 
isolation and observed that New Zealanders had, little by little, “lost the 
habit of seeking counsel from outside."^ Siegfried also remarked that in 
most cases New Zealanders did not seem to see diificulties and proposed 
simple solutions for the most complex problems with an astonishing au- 
dacity. He noted, besides these traits, the supporting hands of the 
“mother” country. 


England has solved for them all the most difficult questions of foreign, military 
and financial policy. . .. Their autonomy may be as complete as possible, but 
they feel vaguely, without admitting it to themselves, that behind them stands 
watching a powerful protector, who will be there at the moment of danger, and 
who, if necessary, will be ready to repair their blunders.? 


3. Ralph Lattimore, "Trade Relations: Coming of Age," in L. Tim Wallace and Ralph 
Lattimore, eds., Rural New Zealand—What Next? (Canterbury, New Zealand: AEV, Lin- 
coln College, 1987), pp. 9-1 and 9-12. 

4. André Siegfried visited New Zealand during the government of Richard John Seddon 
when the major Liberal reforms had been enacted. Democracy in New Zealand, translated 
from the French of André Siegfried, with New Introduction and Notes by David Hamer, 
Victoria University Press reprint (Wellington: Victoria University Press, 1982), p. 48. De- 
mocracy in New Zealand was published in Paris in 1904. 

5. Ibid, pp. 53-54. 
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The fall of Singapore in World War II and the United Kingdom’s entry 
into the European Community removed powerful psychological props and 
prompted a rethinking of New Zealand’s position in the world. 


Developing Self-Reliance 

The ANZUS alliance, signed in 1951, was seen as a way to ensure the 
security of New Zealand at a time when the United Kingdom’s power was 
diminishing. The old defense relationship remained close, however; for 
many years New Zealand forces were incorporated in the British com- 
mand structure and troops were pledged to the U.K. in emergencies. In 
1974 the U.K. withdrew from east of Suez, the Nixon doctrine had been 
formulated five years earlier, and an evolution of New Zealand defense 
policy toward a more self-reliant stance in its area of immediate concern 
and in the South Pacific can be traced in the 1978 and 1983 Defense Re- 
views. 

The 1983 Defence Review, which considered the relationship with the 
United States and Australia as fundamental, saw a natural progression re- 
flecting the government’s intention to “further develop the capabilities of 
the armed forces to constitute an effective deterrent to New Zealand or 
vital interests in the New Zealand area.” The South Pacific was no longer 
a place apart, and the need was recognized to monitor developments and 
work positively with like-minded countries in the region to “secure the 
wide horizon against destabilizing influences and possible intruders.” The 
Review advocated training, exercises, and exchanges with the countries of 
the region to promote stability and stable development in the South Pa- 
cific; the ability to respond to low-level emergencies in that area; the main- 
tenance and strengthening of.the defense relationships with New Zealand’s 
ANZUS partners; and the capability to deploy quickly and sustain small, 
flexible, ready-reaction forces into the South Pacific and southern oceans 
in support of New Zealand’s wider interests and security demands. 

Without increasing expenditure, the emphasis would be changed to give 
greater priority to the maritime role and to enhance the ability to deploy 
all three services where they were needed. Greater combat readiness and 
an improved capacity to sustain operations from existing reserves of per- 
sonnel and materiel were foreseen. Specifically, it was proposed to replace 
the frigate force with four submarines to be phased beginning in the early 
1990s and to acquire two multipurpose ships, one with a strengthened hull 
for Antarctic services. The army would have more operational and less 
support roles. A deployable battalion group of 1,000-1,200 would be 
maintained at full strength in a high state of readiness. The Royal New 
Zealand Air Force (RNZAF) flight refueling capability would be ex- 
amined; a sixth Orion would perhaps be included in the modernization 
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program; the Skyhawks would be upgraded, and possibly more E Skyhawks 
would be obtained.® 

In 1983 Secretary of Foreign Affairs Merv Norrish spoke of his desire 
for “a level of public interest and public debate that takes full and realistic 
account of the actual facts." He voiced his belief that neither a nuclear 
danger to New Zealand nor a wider danger of nuclear war resided in the 
ANZUS treaty but rather in the nuclear powers' inability to negotiate 
meaningful reductions in their nuclear arsenals. He expressed the view 
that New Zealand could do more to promote arms control, stability, and 
better relations among states as a member of ANZUS than outside it. 
Norrish doubted that the views of groups opposed to government policy 
(anti-American, anti-ANZUS, antinuclear, proneutralism, even pro- 
Soviet) were coming to be more widely shared. He did make the point, 
however, that fundamental considerations were tco often left unstated in 
the public debate about ANZUS.? Dr. Desmond Ball of the Australian 
National University considered that even in New Zealand, where there 
were strong and well-organized pressures for withdrawal from ANZUS, it 
was most unlikely that these reflected any majority opinion.? 

Lange's appointee as ambassador to the United States, Sir Wallace 
Rowling, a former prime minister, has been one of the most articulate ad- 
vocates of a different alliance emphasis. In 1983 he suggested more eco- 
nomic regional cooperation among the alliance partners and less stress on 
global military strategy. Before the change of government took place, Sir 
Wallace advocated an ANZUS that would recognize New Zealand's un- 
conditional antinuclear stance, New Zealand's right to promote a nuclear 
weapons-free South Pacific, equal partnership on all issues and unanimous 
decision making, and the complete integrity of New Zealand's sover- 
eignty.? In the last years of the Muldoon government, statements of pres- 
sure groups were not adequately countered by authoritative statements 
about the strategic importance of the Asia/Pacific theater. Many New 


6. Summary of an unclassified cable from the New Zealand secretary of foreign affairs to 
all diplomatic posts, 19 December 1983. 

7. “ANZUS: Implications for the South Pacific and New Zealand,” speech at Press Club, 
Wellington, 9 June 1983, and “New Zealand, Foreign Policy, and the United States," speech 
at the Institute of International Affairs Seminar on the United States, Its History, Culture, 
and Politics, Waikato University, 12 June 1983. 

8. Desmond Ball, at the 18th Foreign Policy School, University of Otago, June 1983. 

9. Sir Wallace Rowling, "Wanted: A Treaty for Our Times," New Zealand Listener, 22 
October 1983, p. 22, and a paper prepared for the New Zealand Institute of International 
Affairs, Dunedin, 22 March 1984. : 

10. An account of antinuclear attitudes before the Buchanan incident is in Dora Alves, 
Anti-nuclear Attitudes in New Zealand and Australia (Washington, D.C.: National Defense 
University Press, 1986). 
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Zealanders today seem unaware of the fact that, should the Indonesian 
straits be blocked, oil would have to pass through the Tasman Sea to East 
Asian allies, or of the implications of the region’s richness in strategic com- 
modities—tin, rubber, titanium, chromium, platinum, and, in Indonesia’s 
case, petroleum. 


The Labour Government 

When the Labour Party won the 1984 election by an overwhelming major- 
ity, the new Lange government reaffirmed the election platform of refusing 
entry of all nuclear-powered and nuclear-armed ships to New Zealand 
ports. The U.S. government, for its part, reaffirmed the neither confirm 
nor deny policy (NCND), and it was agreed that no requests for ships 
visits would be made for six months while consultations took place be- 
tween the two governments. 

A month after Lange had said that the United States was a very impor- 
tant ally, and that it was contrary to the wish of the majority of New 
Zealanders and politically unacceptable to make "some unilateral gesture 
of withdrawal from ANZUS,”!! the Labour Party’s annual conference 
recommended that New Zealand should withdraw from exercises and alli- 
ances with nuclear powers and withdraw the New Zealand battalion from 
Singapore. Early in 1985 New Zealand, to the surprise of U.S. officials, 
rejected a proposal for a port visit from the conventionally powered U.S.S. 
Buchanan. As a result, the United States began a series of measures to 
lessen defense cooperation while pledging to take no economic sanctions 
against New Zealand. 

Lange, who also served as foreign minister until 1987, did not practice 
quiet diplomacy but sought to explain New Zealand’s posture from a 
number of public platforms, making it clear that his government did not 
share the view that nuclear weapons are primarily political instruments 
used to induce political responses. New Zealanders seemed less concerned 
about the altered defense situation than grateful for the attention New 
Zealand was receiving in the world abroad. Australia from the first con- 
sidered New Zealand’s policy wrong, but would not intervene. It saw the 
situation as an "open ended triangle" and Australian-New Zealand coop- 
eration as mutually reinforcing in the region. Foreign Minister Bill Hay- 
den spoke of working closely with New Zealand to reduce the 
opportunities for unfriendly external powers to intrude, and of striving to 
promote a sense of strategic community and cooperation to bolster re- 
gional harmony and confidence. On May 5, 1985, he said: “The United 
States is a superpower but Australia and New Zealand are more effective 


11. Partial transcript of an interview in Asahi Shinbun, 22 August 1984. 
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in the context of the small states of the South Pacific; that is why it is 
important that we hold together across the Tasman.” In 1985 Australia, 
Papua New Guinea, Fiji, Tonga, and Western Samoa accepted U.S. port 
visits while Vanuatu and the Solomons declined :hem. 

In March 1985 the Lange government acknowledged that the dispute 
with the United States made it necessary to reexamine fundamental inter- 
ests in the changed circumstances. (In February Lange had stopped in Los 
Angeles, enroute to Europe, and Deputy Assistant Secretary of State for 
East Asia and the Pacific William A. Brown had outlined the steps that 
the United States’ proposed to take, maintaining the U.S. view that New 
Zealand had an obligation under the alliance to share burdens by admit- 
ting U.S. ships.) Stating that the fundamental interests afforded by 
ANZUS remained valid, the Lange government now saw the need for a 
new fabric of cooperation to be developed with both South Pacific neigh- 
bors and ANZUS partners, based on a clear deünition of New Zealand 
interests and its policy of self-reliance. It was admitted that the “capacity 
to operate on our own bat in the South Pacific" would require more sur- 
veillance, more exercises, and more training assistance, as well as more 
developed links with island governments on defense and security matters. 
In June an 18% increase in defense spending was decided on to reverse the 
recent rundown in the capabilities of the approximately 13,000-member 
armed forces.!? 

The New Zealand government wished friendly relations with the U.S. to 
continue. It was to be made clear that New Zealand would in the future be 
carrying a greater share of the common security effort. The door was not 
closed to the resumption of trilateral defense cooperation, but if trilateral 
cooperation reappeared it would have to be on a more self-reliant basis. 
The government maintained that closer cooperation with Australia in a 
policy of pro-Western regionalism would make £ significant contribution 
to the Western alliance. Radio New Zealand reported that Foreign Secre- 
tary Merv Norrish, after talks in Washington with senior officials includ- 
ing Assistant Secretary of State for East Asian and Pacific Affairs Paul 

` Wolfwitz, said that the dispute over ship visits could be worked out, but he 
did not specify the proposed solution. On the eve of U.S.-Australia talks 
in Canberra, Lange appeared to be in favor of nonnuclear exercises, saying 
that after 150 years of intimate association with an ally like the United 
States one could not write off forever the possibility of a resumption. Ear- 
lier, in a press conference after a party caucus, the prime minister had said 


12. Royal New Zealand Navy: 2,708, reserves 217; Army: 3,431, regular reserves 1,373, 
and territorials 903; Royal New Zealand Air Force: 5,036, regular reserves 790, and territori- 
als 213 (all approximate strengths). 
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there was no possibility of reconciling the government’s antinuclear stance 
with NCND, that the U.S. response had firmed New Zealand resolve to 
pursue a more independent role in the Pacific, and this had been "good for 
New Zealand.” Questioned as to whether New Zealand’s policy had been 
worth the deterioration in defense relations, Lange said, “Very much 
so.” 13 

In September 1985 a New Zealand official was quoted as saying that the 
main difference from the winter before was that Lange was now not ruling 
out in advance ships that were nuclear-capable, but only those deemed to 
be carrying such weapons. The United States reiterated that it saw port 
access as essential to an allied relationship with New Zealand.!4 Having 
announced on October 10 its intention to appoint a panel of independent 
experts to prepare a report to assist in the review of defense options, the 
government on December 20 issued The Defence Question: A Discussion 
Paper. Yt reiterated that there was nothing in the ANZUS treaty that re- 
quired New Zealand to accept nuclear weaponry. 


The Discussion Paper. The 20-page paper needs to be read in its entirety, 
for there is not scope in an article of this length to summarize all the points 
raised. The sections devoted to “Fundamental Questions,” “The Interna- 
tional Dimension,” and “Threats and Responses” make interesting read- 
ing. The paper aimed at outlining and inviting comment on the available 
defense options. The government recognizes that New Zealand’s interests 
in the South Pacific should be linked to the wider regional and even global 
considerations that are relevant, and that effective defense forces increase 
the range of options available to a government. However, regarding the 
wider alliance, it says that although formerly New Zealand subscribed to 
the principle of collective security, there is now a wide feeling that this was 
done uncritically and at too high a cost to a small, remote country. Cen- 
tering on New Zealand’s special responsibility in the South Pacific, the 
paper states that within the region the scale of things gives New Zealand a 
significant role and a responsibility to work in association with South Pa- 
cific partners. It is a part of the world where New Zealand can have an 
important influence on events. 

Australia is spoken of as a natural partner for New Zealand and of dom- 
inant importance to its foreign policy. Australia’s proximity, the growing 
economic interdependence in Closer Economic Relations (CER), and the 
network of longstanding Tasman ties all make it inconceivable that the 
profound mutuality of interest should not also be reflected in the defense 


13. Ean Higgins, “Confusion Reigns over New Zealand Nuclear Ship Ban,” Financial Re- 
view, 28 June 1985. 
14. New York Times, 15 September 1985. 
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field. The arguments pro and con for maintaining the battalion with light 
helicopter support in Singapore are given, with the conclusion that “the 
Government has no plans at this stage to withdraw from Singapore as our 
presence there, at this time, is in accordance with the wishes of both the 
Singapore and Malaysian Governments" (p. 13). Part IV states: "Above 
all we have shown to the world that New Zealand does not wish to be a 
party to dependence on nuclear weapons" (p. 14). The government con- 
sidered that international peacekeeping provides the New Zealand armed 
forces with the opportunity of gaining valuable experience by serving 
abroad with the forces of other countries. 

Early in 1986 Deputy Prime Minister G. W. R. Palmer, as acting prime 
minister in Lange's absence, stated that New Zealand's security had been 
enhanced by the change in the ANZUS relationship, and that "the effec- 
tive dropping of ANZUS was an American assertion, a unilateral attempt 
to change the nature of the treaty." The New Zealand Nuclear-Free Zone 
Committee's spokesman, J. Gallagher, asserted that a nuclear ANZUS 
created New Zealand's most serious insecurities. “In the event of the most 
likely of any major threats—a nuclear war—a nuclear alliance is the last 
thing any thinking person could want for relative security.”!5 Meanwhile, 
Jim McLay, the opposition leader, was castigating Lange for saying that it 
was “a very sensible omission" when New Zealand, unlike Australia and 
the friendly Asian governments, got no U.S. briefing on the Reagan- 
Gorbachev talks in Geneva, that “New Zealand takes the position that it is 
no part of a nuclear alliance." Lange added that in not being consulted on 
nuclear reduction, New Zealand reached a new plateau of reality. The 
National Party claimed that the government's abdication of the responsi- 
bility to contribute to the discussion was morally indefensible, and that 
Lange favored only the grand gesture and was not interested in practical, 
working policies directed toward world peace and stability. The National 
Party wished New Zealand to stand strong with its allies, rather than 
weakening the alliance in the critical months preceding the Geneva talks.! 

The government continued to insist that, from New Zealand's point of 
view, ANZUS was a Pacific regional pact, not a part of the global nuclear 
strategy. A publication titled New Zealand, A Country Profile (no date) 
quoted an interview with Lange by John Richardson of Island Business 
regarding the prime minister's defense posture: 


Q: So you're quite confident that despite the absence of access for U.S. nuclear 
ships the treaty would still stand were New Zealand to be attacked? 


15. Otago Daily News, 7 January 1986. 
16. New Zealand Herald, 8 January 1986. 
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A: Well, I can’t be confident of that, but on the other hand if the treaty is not 
inoperative we can’t be confident of that, because, you see, it’s not a guar- 
antee of security.... The ANZUS treaty does not provide a guarantee that 
one nation will come to another’s support. So if a non-guarantee is re- 
placed with a non-guarantee it’s not actually a devastating political event. 


Lange was the first foreign leader to visit Philippine President Corazon 
Aquino after Marcos’s ouster. He was reported as saying in Manila that 
he did not want people to imitate New Zealand’s policy, and that each 
nation should determine what limited means of arms control each could 
take to enhance its own security.!? 


The Prospect of Legislation 

The United States proceeded to review its security obligations to New Zea- 
land in anticipation of enactment of the New Zealand government’s pro- 
posed legislation on its antinuclear defense strategy. The United States 
maintained that by unilaterally barring warships New Zealand had jeop- 
ardized the collective capacity of the ANZUS alliance to resist armed at- 
tack. Lange reiterated that ANZUS never did provide for an automatic 
military action in response to an ally’s request, and that the obligation was 
only to consult and take steps to avert worse trouble; he referred to the 
U.S. War Powers Act. Answering a question about a possible resumption 
of military alliance under any New Zealand government, Lange claimed 
that the former (Muldoon) government had acquiesced in NCND while 
telling New Zealanders something else. He said the Labour government 
would welcome vessels that came without nuclear arms. But the United 
States chose not to send any ships. Asked about the conceptual difference 
between port visits and flights into Christchurch in connection with the 
U.S. (Operation Deep Freeze) base at Harewood and whether the potential 
moving of the base would be in accord with the spirit of the treaty, Lange 
replied that “sometimes these are not matters of reason or emotion, they 
are political.” Legislation would continue as planned, he said, without 
taking the issue to the country. In Lange’s view, New Zealand’s main 
contribution in support of Western security interests was the substantial 
security and economic role it played in the South Pacific. !8 

That public opinion supported the government’s defense posture ap- 
peared substantiated in the preliminary findings of the Corner Report, is- 
sued by the committee chaired by Frank Corner.|? In sum, New 


17. Washington Times, 31 March 1986. 

18. Post-cabinet meeting press conference, 11 August 1986. 

19. A distinguished New Zealander, Corner had been secretary for foreign affairs and had 
taken part in the original negotiations over ANZUS. He had been responsible for all political 


372 ASIAN SURVEY, VOL. XXIX, NO. 4, APRIL 1989 


Zealanders believed that the country could stand alone without military 
alliances such as ANZUS. The idea of collective security and association 
with powerful friends was not expressed very strongly. New Zealand’s 
place was as an independent South Pacific nation. Although young people 
opposed the nuclear network, this conviction was not just a matter of 
age—it was expressed across the spectrum of the population. 

The antinuclear attitude had implications for the United Kingdom, 
which has its own NCND policy. Considering the long association of the 
two countries, New Zealanders seemed surprisingly unconcerned about 
the impending breach with the U.K. as a result of the Lange government's 
stance. The Queen's speech from the throne (in which she customarily 
outlines the policies of the government in power) was criticized by the 
National Party because, in making a speech as Queen of New Zealand, she 
was placed in conflict with her position as Queen of England where the 
government opposed the New Zealand warship ban. Senior military of- 
ficers and Pacific island figures questioned the likely outcome of the gov- 
ernment's policy. The British assessment of the proposed legislation was 
that it limited New Zealand's cooperation with nuclear powers. The Brit- 
ish Chief of Defence Staff, Admiral of the Fleet Sir John Fieldhouse, said 
in a press conference: “It would be a very sad thing for both our countries 
if the very long tradition of Royal Naval visits and cooperation in all forms 
of exercise, training, and equipment procurement should be at an end." 
He added that the legislation was going to make a very considerable differ- 
ence to normal relations, to which Lange responded that the New Zealand 
government's intention was not to prevent training with nuclear capable 
forces. 

Retired Chief of Defence Staff Air Marshal Ewan Jamieson drew atten- 
tion to the increased costs that would result from the nonrenewal of the 
logistics agreement with the United States. He foresaw sometimes dramat- 
ically higher costs if New Zealand wanted to stand alone and still have 
stocks in times of emergency. The withdrawal of the guarantee for in- 
creased supply in emergencies could be crucial for items like radio spare 
parts. Lange turned a deaf ear to opposition protests that with so much 
equipment used by allies being U.S.-sourced, New Zealand forces’ opera- 
tional standards were bound to fall further and further behind. Opposition 
Leader Jim Bolger, who had succeeded McLay, feared that New Zealand 
might begin to lose its operational compatibility with the Australian armed 


and defense policy matters in the New Zealand High Commission in London for seven years, 
he had been ambassador to the United States for five years, end he had worked closely with 
eight prime ministers of both parties. Reports of the chairman's summary of preliminary 
findings appeared in the Canberra Times, 22 February 1986, and the Evering Post, 21, 22 
February 1986. 
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forces. Lange, with an election due in 1987 and with a politician’s aware- 
ness of the need for public support of his defense posture, tended to re- 
spond to evidence of proalliance sentiment by depicting Washington as 
intransigent, thus darkening the U.S. image while protesting that he and 
his government were not anti-American. 

‘Two interesting analyses frame the actual report of the Corner Commit- 
tee. One is the New Zealand Labour Party’s (NZLP) submission to the 
committee, the other is the assessment of New Zealand’s defense needs by 
Malcolm Templeton, which appeared after the committee report and was 
influenced by the Dibb Report from Australia. The NZLP’s submission, 
which underscores that it is presenting the party’s views, is critical of the 
foreign and defense policies of the political, bureaucratic, and military es- 
tablishments. Detecting a broad desire in the community for greater pub- 
lic participation in the debate over and development of these policies, the 
authors categorize the attitudes of the “Wellington community” as some- 
what out of step with opinions commonly held elsewhere. The submission 
represents the views of the party’s annual conference, the New Zealand 
Council, and the Women’s and Youth councils. It traces the development 
of party thinking from the 1950s, when the opinion was formed that New 
Zealand’s small size did not condemn it to impotence in world affairs, 
through the 1960s with the growing frustration at French nuclear testing, 
to more recent years. In 1981 the party sought a broadening of the 
ANZUS alliance to emphasize nonmilitary factors; in 1982 the party con- 
ference voted for New Zealand's withdrawal on a unilateral basis from all 
military alliances with nuclear powers; in 1984 the recommendation was to 
remain within ANZUS, but on a highly qualified basis (the submission 
states that the NZLP framed its 1984 policy on ANZUS in good faith on 
the assumption that it was loose and flexible enough to accommodate the 
unconditional nonnuclear stance); in 1985 the call was for nonalignment 
and limited regional defense arrangements with Australia and the Pacific 
states. 

The party feels strongly that there should be no alignment with blocs, 
and it is unwilling for New Zealand troops to be involved where there is no 
legitimate New Zealand interest. Doubting that the ANZUS treaty 
had any relevance to the defense of New Zealand, the party would like 
to see New Zealand work for agreement in the South Pacific on a policy of 
strategic denial to all nonregional countries. The answer to one of the 
Bovernment-proposed questions is interesting: 


Q: Has ANZUS helped maintain a strategic balance in the Pacific? 
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A: The import of this question is not clear. Our members would probably 
assert that ANZUS per se is irrelevant to the question of strategic balance 
in the Pacific.29 i 


Since the party maintains that the military technology and training that 
flowed from ANZUS often had little relevance to New Zealand defense 
needs, the party did not regard its loss as a matter for regret. However, the 
party would seek to retain and enhance New Zealand’s defense relation- 
ship with Australia under the terms of the Canberra Pact of 1944. 

Malcolm Templeton, a former career foreign service officer, argues for a 
credible defense policy, clearly related to New Zealand’s security needs, 
that will stand the test of time and not be subject to radical changes at 
three-year intervals.2! Templeton considers that the government, in its 
election platform, did not set out a coherent policy but only stressed its 
nonnegotiable stance on port visits. Since its coming to power decisions on 
equipment have been taken on a piecemeal basis and the formulation of 
overall policy put off while public opinion was consulted. The present 
standoff with the U.S. raises an unresolved doubt as to whether the post- 
war defense policy was soundly based. Meantime, New Zealand has no 
clearly defined defense policy, at least in the public perception. Govern- 
ment has a duty to be responsive to public opinion, but also a duty to alert 
and inform the public. Where there is division, it has a duty to provide 
leadership. The situation is summed up as follows: 


It [government] will only succeed in this objective if it goes out of its way to 
refrain from making party political capital out of defence issues, The ideal for 
any democratic country is a bipartisan or multi-partisan defence policy. In the 
New Zealand political scene, the ideal seems unattainable. In such circum- 
stances, the Government has the greater responsibility to minimize political 
controversy over defence and look for consensus.?? 


Templeton observes that while small, militarily weak nations like New 
Zealand have a vested interest in strengthening international law and the 
strict observance of treaties to which they are a party, the need to observe 
international security commitments is not deeply rooted in the New Zea- 
land public consciousness. An unfriendly observer might doubt New Zea- 
land’s reputation as a reliable ally in conflicts where British interests were 


20. Submission of the NZLP to the Committee of Enquiry of the Future of New Zealand’s 
Strategic and Security Policies, April 1986. The submission included the NZLP’s answers to 
all the questions asked about the future of ANZUS (p. 10 of The Defence Question: A Discus- 
sion Paper). 

21. Malcolm Templeton, Defence and Security: What New Zealand Needs (Wellington: 
Victoria University Press for the Institute of Policy Studies, 1986), pp. 1, 3. 

22. Ibid., p. 9. 
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not involved. Templeton does not consider the effective exclusion of the 
U.S. Navy from New Zealand's ports a breach of ANZUS treaty obliga- 
tions.2? 
Lange wishes to revive the ANZAC defense cooperation of the Can- 
berra Pact of 1944. This obviously antidates ANZUS and contains no 
, comparable commitment for joint action in the event of a threat or attack 
upon one of the parties. Templeton considers that with a number of differ- 
ences in strategic perception it will be difficult to arrive at a common de- 
fense doctrine, and yet Lange's chances of achieving a closer defense 
relationship with Australia are better with the Hawke government than 
with a potential coalition government. New Zealand would have to ad- 
dress the question (since Australia would be likely to be attacked first) of 
whether to have a forward defense policy of direct military help to Austra- 
- lia or just enough capacity to deter an enemy from invading its own terri- 
tory. New Zealand would have to adapt to Australia, which spends very 
much more on defense. 


The Corner Report. The Corner Committee saw several merits to a closer 
defense relationship with Australia, and commented that, unlike any of the 
other alternatives, it might contribute to the building of a more satisfac- 
tory consensus and ultimately perhaps to the “indispensable objective of a 
bipartisan foreign and defence policy."?* The four-person committee in- 
cluded, in addition to Frank Corner, Major General Brian M. Poananga, 
who was Chief-of-Staff in 1978-1981 and former High Commissioner to 
Papua New Guinea; Dr. Kevin P. Clements, senior lecturer in sociology at 
the University of Canterbury (a Quaker, Dr. Clements was part of the 
New Zealand delegation to the Non-Proliferation Treaty Review Confer- 
ence in Geneva in 1985); and Diane Hunt, director of the Policy Research 
Unit, Department of Scientific and Industrial Research (DSIR). Chosen 
for their expertise and broad range of backgrounds and views, they ex- 
amined alternative defense policies (including unarmed systems), took a 
poll, and looked at ways of working for peace and other issues of public 
concern. 
In its report, the committee summarizes the submissions and points up 
- the divisions of New Zealand society, particularly Maori society. One 
finding resulted from a survey showing that—assuming a nuclear-free New 
Zealand in ANZUS is impossible—52% of respondents preferred staying 
in ANZUS and allowing nuclear ships visits, while 4496 preferred no visits 


23. Ibid., p. 55. 
24. Report of the Defense Committee of Enquiry, Defence and Security: What New Zea- 
landers Want. 


376 ASIAN SURVEY, VOL. XXIX, NO. 4, APRIL 1989 


and New Zealand out of ANZUS; 4% did not know.?5 The work of the 
committee was thorough and detailed, but the prime minister was clearly 
not pleased and was accused by the opposition of delaying publication of 
the report. Lange's chagrin is evident in the “Prime Minister's Questions 
and Request for Further Information."76 In written replies and in individ- 
ual comments to the media, committee members reasserted that their opin- 
ions were indeed unanimous and that their responses to the prime minister 
were soundly based and objective. The report's “Conclusion” states: 


1. Thecountry is deeply divided: 72 percent of the community desire to be in 
an alliance with larger countries, but 73 percent, many of them the same people, 
desire that their defence be arranged in a way which ensures that their country 
is nuclear free. 

2. There are many different interpretations of the meaning of “nuclear free 
New Zealand." To date it has found Government expression in a ban on visits 
by nuclear armed or powered vessels. The alliance principle is embodied in 
support for the ANZUS relationship. 

3. The most preferred defence option would be membership of ANZUS but 
separated from all nuclear aspects. So far the positions of the New Zealand and 
United States Governments have not contained sufficient flexibility to permit 
this option in practice. 

4. Given this situation, 52 percent of the respondents in the poll (taken in 
April/May 1986) favoured a return to an operational ANZUS alliance with the 
acceptance of visits by ships which may or may not be nuclear armed or pow- 
ered. According to the poll there was no majority support for any other practi- 
cable option for defending New Zealand. However, 44 percent would be 
unhappy with this option, preferring to withdraw from ANZUS rather than 
accept the nuclear ship visits, and society would be divided. Furthermore, the 
Government's unconditional anti-nuclear stance has in any case ruled out this 
option. 


Because of the unconditional nature of the government's policy and not 
wishing to provoke policies that were divisive, the committee did not rec- 
ommend a policy of ship visits if ANZUS without such visits were impossi- 
ble.? The committee clarified its view that ANZUS had been 
misrepresented in three areas to the New Zealand people, and it described 
both sides in the dispute with the U.S. as wanting in good alliance manage- 
ment skills, stating that inflammatory statements on both sides damaged 
the negotiating atmosphere. The work of the Corner Committee clarified 
the New Zealand position on ship visits as it differs from the policies of 


25. Ibid., p. 44. 
26. Ibid., Addendum I, “Historical Context," p. 78, and "The Security Guarantee,” p. 79. 
27. Ibid., "Response to Request for Further Information," p. 85. 
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other U.S. friends and allies, and it made plain Lange's inconsistencies.?8 
In New Zealand, the defense budget is not well funded, whichever govern- 
ment happens to be in power, nor do defense questions generate much 
interest. However, the work and report of the Corner Committee un- 
doubtedly influenced the campaigns for the 1987 election and, arguably, 
the cabinet reshuffle that followed. 


The Defence Review, the Legislation, 

and the Election 
The Defence Review of February 1987 takes account of the findings of the 
Corner Report, and it also contains policies that developed from the seeds 
sown by Sir Wallace Rowling. Yet, despite the emphasis on civil defense, 
disaster relief, and greater cooperation with the South Pacific states and 
Australia, it is not very different from the 1983 review. It is difficult to see 
how New Zealand could operate in 16% of the globe without either the 
support of the United States or a considerable increase in defense spend- 
ing. When the government claims that “any substantial interdiction of our 
trade would pose difficulties for any aggressor," it raises the question 
whether Lange, who has spurned the advice of his defense experts on more 
than one occasion, really grasps the significance of remote New Zealand's 
sea lines of communication. 

Australian Defense Minister Beazley and New Zealand Defense Minis- 
ter O'Flynn signed a Memorandum of Understanding in March 1987 
agreeing to work together to acquire new ships in the 1990s. The ready 
reaction force and the RNZAF will have their Skyhawks modernized and 
will acquire an air refueling system. Whether these policies and resources 
will, as it is claimed, “place the defence of New Zealand and its interests 
on a secure basis for the future," time will tell. Sir Ewan Jamieson, one of 
the group dubbed “geriatric generals" by the prime minister, characterized 
the Defence Review as lacking specifics and being a policy statement of the 
basics of defense policy.?? 

The “watershed legislation," passed in 1987 by a vote of 39-29, pro- 
vided a legal shield for the antinuclear policy made by administrative de- 
cree. Lange declared that New Zealand had come to a turning point in its 
defense arrangements and that his government was proud that for the first 
time in 40 years New Zealand had made a fundamental reassessment of 
what constituted New Zealand security. Lange, who is responsible for as- 
suring that nuclear ships or aircraft do not enter New Zealand under the 


28. See also account of a U.S. embassy statement concerning the policies of Spain, Den- 
mark, and Norway in Timaru Herald, 2 July 1986. 
29. Private conversations with New Zealand journalists. 
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new law, has never accepted that his government’s policy utterly negates 
the ambiguity of NCND. Rather than being deterred by the erosion of the 
common ANZUS commitment to deter aggression, Lange maintains that 
it is in the interests of the region that the South Pacific countries should be 
able to deal with security problems without involving outside powers. 

In his 1987 election campaign the prime minister reiterated his defense 
views, but he also cast a backward glance at the 1984 campaign, reminding 
his audience that Labour had undertaken to renegotiate ANZUS with no 
intention of leaving the alliance or becoming a sleeping partner in it. 
“When I campaigned . . . I was assertive of the value to New Zealand of 
the alliance... at the time. ... I did not see the alliance as predominantly 
nuclear.” , Questioned about nuclear propulsion—something which the 
National Party wished to reexamine—Lange suggested that even if an en- 
quiry were seriously conducted it would serve no purpose. Given the al- 
most inevitable association of nuclear propulsion and nuclear weapons, 
excluding nuclear power was a simple way of excluding nuclear weapons. 
Genuine arms control, in the government’s view, required disengagement 
from a nuclear strategy for the defense of New Zealand. 

The Labour Party’s TV campaign was thought by many to carry a sub- 
liminal anti-American message in its frequent shots of a mushroom cloud. 
When Richard Northey, a member of Parliament and an active peace cam- 
paigner, was asked why Soviet and PRC nuclear explosions were not given 
equal time, his response was that everyone knew those countries did not 
publish pictures of their nuclear testing. The campaigns of both parties 
were low key, and it seems likely that Labour’s victory was due more to 
the support of urban, entrepreneurial New Zealanders who wished to give 
Finance Minister Roger Douglas a chance to see his policies through than 
to overwhelming support for Lange’s defense policy. In support of his pol- 
icy, the prime minister talked about the projected amphibious-capable lo- 
gistics ship that, with the fleet tanker from Hyundai, would allow support 
for long-range naval patrols in the region and the transportation of sup- 
plies in a natural disaster. It remains to be seen whether it will be possible 
to have this logistics ship as well as the new light patrol frigates called for 
in the ANZAC project to provide replacements for obsolescent ships, com- 
patible with those of the Royal Australian Navy. 

The government election paper, Standing Up for New Zealand, said 
nothing new. It maintained that on the disarmament front New Zealand’s 
international reputation was growing and that New Zealand was increas- 
ingly listened to; it reiterated that the former government had maintained 
paper forces and covered deficiencies by pointing to allies’ security guaran- 
tees. The cost implications and the implied difficult changes for the armed 
forces in a new regional emphasis were acknowledged. The government 
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could not accept a consensus in foreign policy that was “based on deceit.” 
Lange asserted that “we have acted and born the consequences of our ac- 
tions and we are not going backwards.” He contrasted his policy with that 
of the National Party, which would pay lip service to nuclear arms control 
while repudiating the law that guarantees the exclusion of nuclear weap- 
ons. The prime minister claimed that National’s wish to take the teeth out 
of the law showed that it preferred the nuclear alliance. Lange admitted 
that ending the operational alliance with the United States had some short- 
term disadvantages, but he was adamant about New Zealand being better 
off in the long run. Referring to a “false sense of security” that resulted 
from taking part in a strategy that had no relevance for New Zealand, the 
prime minister claimed that defense interests were now examined without 
“the distorting mirror of a nuclear alliance.” 

In his wide embrace of the Pacific, Lange is not always attuned to the 
views of the Pacific island states. His strictures on the Libyan/Vanuatu 
connection brought protests from Prime Minister Walter Lini, and Presi- 
dent Ieremia Tabai of Kiribati resented condemnation from a nation that 
also gave the Soviets fishing rights. The difference in perceptions—which 
became so apparent in the New Zealand reaction to the Fiji coups—are 
likely to complicate the New Zealand government’s plan for defense coop- 
eration with the South Pacific nations. 


The National Party perspective. Opposition Leader Bolger said on Febru- 
ary 17, 1987, after the appearance of the Defence Review, that New Zea- 
land had lost the trust of its two treaty partners. He also said that since 
the majority of New Zealanders would like to be in ANZUS, the National 
Party would try to build the majority into a larger consensus, though it 
would take a long time to reach a common position with the allies. Bolger 
emphasized on a number of occasions that New Zealand cannot expect to 
be taken seriously in the region unless its navy has the capability to sustain 
a presence in New Zealand’s area of strategic concern. The National Party 
is committed to a navy able to undertake combat operations and wants a 
joint force under a central defense staff; it emphasized that this is not the 
time to break away into selfish isolation and that peace cannot be secured 
by legislative gestures. Bolger, in the opinion of many, took away New 
Zealanders’ defense choice when he said that although he wanted a full 
resumption of ANZUS, there was no need for nuclear weapons to be 
brought to New Zealand to secure peace in that part of the world, “nor do 
I believe our allies want to bring them in.” This statement allowed Lange 
to have a field day talking about the ghost of National's defense policy and 
accusing Bolger of dissembling. Bolger remains convinced, however, that 
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a form of legislation could have been drafted that excluded nuclear weap- 
ons but allowed continued active membership in ANZUS. 

The Nationals did not win the election but in his campaign Bolger made 
some telling points against the uncertain defense policies of the Labour 
government. He pledged that the National Party would ask principal de- 
fense advisers to recommend the urgent remedial actions needed to restore 
confidence and a sense of purpose to the armed forces, would realistically 
assess actual and potential threats, and would consult with allies to see 
that New Zealand once again took part in cooperative defense arrange- 
ments. It would also make a commitment to a level of funding that would 
allow the Ministry of Defence to plan ahead. The party intended that New 
Zealand’s self-reliance in defense would be based on alliances and regional 
associations that would ensure additional support if a major threat devel- 
oped. 


Present Concerns, Future Prospects 

In the past year events in the formerly placid South Pacific have made 
New Zealand government leaders aware that if they are to implement ef- 
fectively the declared objectives of their defense policy throughout the re- 
gion they need a bluewater navy. The RNZN's obsolescent ships need to 
be replaced—two of the steam-driven frigates will reach the end of their 
economic life in the mid-1990s—and the four ships in the ANZAC project 
would provide replacements that would maintain interoperability with 
Australia. The options are for the German Meko 200 or the Dutch M- 
class. Lange and Defence Minister Bob Tizard support continued New 
Zealand participation in the frigate project, and since August 1988 both 
have responded firmly to critics of the project. Lange has condemned as 
nonsense alarmist media reports on naval expenditures, and Tizard has 
denounced "sheer, misinformed emotionalism."?? Lange has stated that 
he is “beset by people who imagine that the logic of our policy on nuclear 
weapons also points to a policy of neutrality and isolationism. Basically 
they want us out of the alliance with Australia."?! Australia, aware of the 
public concern about the frigate project in New Zealand but anxious to 
retain the cooperation of the small but effective New Zealand forces in the 
region, has gone out of its way to make the terms of the contract easy for 
New Zealand. 

At a time when CER (Closer Economic Relations) is becoming closer, 
Lange does not want to decouple New Zealand's external relations and 
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security interests from those of Australia. He has recognized that trends 
in the commercial and political environment will, in time, affect the strate- 
gic environment. Further, Lange has accepted that potential problems are 
more likely to affect Australia than New Zealand, saying: “In which case 
it would be a question of our capacity to help Australia rather than the 
other way round."?? The prime minister is opposed by a well-funded, 
well-organized group at a time when the New Zealand economy is in a 
difficult phase. The opponents of the frigate project issue well argued, 
glossy pamphlets, and encourage nationwide graffiti suggesting that it is a 
question of ships or social benefits. Finance Minister Douglas, who was 
deposed late in 1988, was against the frigate purchase and, in Lange’s 
words, “Defence is not an easy subject for a Labour government in this 
country—particularly in the present circumstances.” While making clear 
that there is no role for New Zealand in any nuclear strategy, Lange is now 
emphasizing the importance of the security relationship with Australia. In 
the last few years joint exercises have increased and coordination of activi- 
ties and surveillance in the South Pacific is growing. 

Since the Lange government’s reelection the relationship between Wel- 
lington and Washington has not improved. Russell Marshall has taken 
over the foreign affairs portfolio from the prime minister and Bob Tizard 
has replaced Frank O’Flynn, whose performance as minister of defence 
proved an embarrassment. In his second term, Lange has reduced the 


' number of his press conferences, and he has avoided making flippant com- 


ments on serious subjects. So much has been said on both sides, however, 


: that a resumption of the former ANZUS relationship is not in the cards. 


32. Ibid. 
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: For those political scientists who want to grasp the es- 
sence : of the political systems they study, the Republic of China on Taiwan 
(ROC) has become an elusive moving target. In the past, Taiwan was 
characterized as a system of political stagnation and economic dynamics, 
and only quite recently did scholars realize that the rule of the Kuomin- 
tang (KMT) had been transformed from “hard” to “soft” authoritarian- 
ism. But then they noted that reality had even outpaced this modified 
theoretical format. In this swiftly changing context, two political trends 
have emerged that deserve special attention: the surfacing of intersecting 
Social cleavages and the marketization of the KMT. These two trends 
form a picture of a political regime experiencing internal transformation at 
the same time that authority relations between the state and the society are 
being redefined. This article is an analysis of the background, processes, 
and repercussions of the dramatic changes that have taken purs since the 
mid-1980s. 


The Background 
In 1949 the KMT found itself faced with a whole range of developmental 
tasks: nation building (the formation of a political community that can 
command the ultimate allegiance of its members), state building (the crea- 
tion of a competent state), accumulation and distribution of wealth, and 
political participation. Among them the task of nation building requires 
special attention. Basically, the KMT state and the Taiwan society were 
alien to each other when they first met in 1945 after fifty years of Japanese 
colonization of the island. Under Japanese rule, Taiwan was turned from 
a Chinese province into a model colony of the Japanese empire, its econ- 
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omy providing rice, sugar, and other agricultural products for Japan. The 
colonizers promoted education and provided infrastructure for the island’s 
early industrialization, while brutally suppressing political dissent. The 
Taiwan population thus experienced marginal social mobilization and 
formed its identity mainly as a result of economic development under an 
authoritarian and efficient colonial regime.! 

The Mainlanders who came to the island with the KMT state, on the 
other hand, were political refugees heavily mobilized by decades of turbu- 
lent events on the mainland. Nationalism was at its height among the 
Mainlanders, and the social mobilization process that created the main- 
land Chinese identity was political and anti-Japanese. Thus, even though 
there were no ethnic differences between the Mainlanders and the native 
Taiwanese, they did have different collective memories, and they carried 
different identities when they encountered each other as the island was 
retroceded to China after Japan’s defeat in World War II. This conflict in 
identity, combined with mismanagement by KMT officials, agitation by 
local activists, and the economic repercussions of the civil war on the 
mainland, resulted in the Taiwanese uprising in the “Erh Erh Pa (Febru- 
ary 28) Incident” in 1947. That rebellion was ruthlessly put down, leaving 
bitter memories along the Mainlander/Taiwanese cleavage. Herein lies 
the root cause of the subethnic conflicts that have plagued the society ever 
since. 

After their flight from the mainland in 1949, the KMT state restored its 
government apparatus, disciplined the military, purged the party, and cen- 
tralized its leadership. This was a process of successful state building. A 
loose coalition of factions on the mainland was paradoxically turned into a 
coherent party-state after the civil war fiasco. Desperation, painstaking 
reflection, and the natural selection process during the retreat all contrib- 
uted to the recuperation and rejuvenation of the KMT state.? On the 
other hand the Taiwan society was leaderless and intimidated. The power 
ratio between the state and the society guaranteed full state autonomy 
from the society and high state capacity to infiltrate into the society.> Af- 
ter successfully rebuilding the state, the KMT was in a position to domi- 


1. An interesting explanation of the difference in attitude held by Taiwanese and Koreans 
toward their colonial masters is in E. Patricia Tsurumi, “Colonial Education in Korea and 
Taiwan,” in The Japanese Colonial Empire, 1895-1945, Ramon Myers, ed. (Princeton: 
Princeton University Press, 1984), pp. 275-311. 

2. Thomas Gold, State and Society in the Taiwan Miracle (New York: M. E. Sharpe, 
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nate social’ developments in Taiwan for four decades before it was 
challenged by a rising civil society. 

As return to the mainland became less and less likely, the KMT elites 
concentrated on regime preservation through economic development and 
equitable distribution. Efforts were also made to re-Sinify the local popu- 
lation and indoctrinate the younger generation with Chinese nationalism. 
But political participation was limited primarily to the local level, and 
martial law was imposed in 1949. Thus, after state building, top priority 
was given to material improvement (growth cum distribution) and nation 
building; democracy was postponed. The sequential formula of tackling 
developmental tasks turned out to be quite successful for 40 years. The 
KMT's rule was buttressed by an elaborate party-state apparatus and its 
legitimacy justified on the two bases of economic performance and nation- 
alism, with the former playing the major and the iatter playing the auxil- 
iary, legitimating role. With an average GNP growth rate of 8.896 from 
1953 to 1984 and an income ratio between the highest fifth and the lowest 
fifth households declining from 20.47:1 in 1953 to 4.40:1 in 1984, the ROC 
created an economic miracle. The state took credit for it, and the society 
reciprocated by granting legitimacy to the KMT's rule. 

Nationalism was also used to justify the political status quo. On the one 
hand, the KMT state would no longer appear alien to Taiwanese society as 
the latter was transformed from a Japanese colony to a modern Chinese 
community, making the political and national units congruent. On the 
other hand, nationalism was instrumental in keeping senior representatives 
elected on the mainland permanently in the parliaments (the Legislative 
Yuan, Control Yuan, and National Assembly), hence perpetuating the 
KMT majority. The theory is that only these representatives can represent 
the constituencies on the mainland, and their continuous presence in the 
legislative bodies maintains the ROC’s claims to sovereignty over the 
whole of China. Thus, Chinese nationalism has been mobilized to legiti- 
mate the “frozen democracy” (democratically elected representative bod- 
ies frozen and perpetuated in their original compositions), which in turn 
serves the interests of the ruling elites. Based on this practical political 
consideration and their genuine commitment to the Chinese identity, the 
KMT elites made great efforts to inculcate nationalism in the population. 
Mandarin as the official language was forcefully promoted; political alle- 
giance toward the republic and its leaders fervently cultivated. The mass 
media, especially television, was commercialized enough to reach an inter- 
ested audience and yet regulated in such a way as to propagate nationalist 
messages. Finally, the homogenizing effect of the modernization process 
dampened the Mainlander-Taiwanese cleavage because it necessitated and 
promoted a universal communication instrument and a pervasive high cul- 
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ture. As a result, the collective memories of the postwar generations are 
much more homogeneous than those of their parents, and Mainlander- 
Taiwanese intermarriages are becoming more and more common.‘ By the 
time the political market was liberalized in the late 1970s, it seemed that 
the society had been sufficiently homogenized and Chinese nationalism se- 
curely implanted—that is, that Taiwan had become a modern Chinese 
community and the frozen democracy was accepted as a historical given. 


Process 

The sequential formula with which the KMT dealt with developmental 
tasks brought about a strong party-state, sustained high growth cum equit- 
able distribution, built a more homogeneous and nationalist society, and 
enforced a frozen democracy. Before the late 1970s economic perform- 
ance combined with nationalism seemed sufficient to legitimate the regime 
in the eyes of the majority. Some of the potential opposition was co-opted 
into the regime through administrative absorption, elections on local and 
provincial levels provided an outlet for political dissent, and the most dar- 
ing opposition activists were easily isolated and suppressed. 

Paradoxically, Taiwan’s successful experience with the capitalist devel- 
opment model—full state autonomy, competent economic bureaucracy, 
successful industrial policy, and equitable income distribution—brought 
about the most serious political challenge to the KMT. It is not that there 
exists an inner logic to industrialization that leads inevitably to democracy 
(witness Stalin’s revolution from above and the ensuing totalitarian sys- 
tem), but rather that the very nature of Taiwan’s particular mode of indus- 
trialization generates both the material base for, and ideal interest of, 
democracy. Capitalist development depends on private business to accu- 
mulate capital and on market mechanisms to allocate resources and facili- 
tate growth. The material base for a political opposition is connected with 
private enterprise, and democracy as an ideal is related to market. In ma- 
terial terms, as any good Marxist will note, property and wealth are the 
ultimate sources of power. By letting entrepreneurs accumulate capital for 
themselves, along with the necessary emergence of the urban middle class 
and industrial workers in a capitalist milieu, the state is giving away a 
fundamental instrument of social control—economic deprivation (through 
job allocation, etc.). Self-assertive economic groups will emerge, and 
power centers other than the state’s can easily proliferate. The opposition 


4. A recent survey of 8,000 individuals in Taiwan suggests that about one-quarter of the 
population has an immediate family member and another one-quarter a more distant relative, 
whose spouse belongs to the other group. Susan Greenhalph, ‘Networks and Their Nodes: 
Urban Society on Taiwan,” China Quarterly, no. 99 (September 1984), p. 536. 
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can thus utilize material resources in the civil society to advance its goals 
(which is impossible in a Leninist system with a socialist ownership struc- 
ture). In terms of the ideal, industrialization through marketization sug- 
gests an inevitable spillover of market ethos from the economic to the 
political realm, creating a tremendous momentum toward political mar- 
ketization, i.e., democratization (also impossible in a command economy). 
There is, then, a shift of a major legitimacy principle from traditional reci- 
procity (obedience in exchange for material goods) to a modern political 
contract (explicit consent—i.e., a vote for desirable candidates and poli- 
cies). The ability of the government to continuously deliver material bene- 
fits can no longer guarantee regime legitimacy; this has to be supplemented 
by contractual approval in regularized elections. A political market 
emerges in which the ruling party is forced to first recognize, then compete 
with other political parties in courting voters. This is the process of polit- 
ical marketization. 

Since the 1977 election, the opposition (tangwai, lit., outside the KMT) 
has gathered roughly 30% of the popular vote and become a genuine polit- 
ical contender. Serious incidents erupted as political challenges grew 
bolder and conflicts intensified. In 1986 President Chiang Ching-kuo 
made a critical decision to open up the political market, a decision perhaps 
accelerated by the international demonstration effect of the Philippine 
revolution and the South Korean turbulence, Chiang’s desire to be 
remembered as a great reformer in history, and the KMT’s plan to pre- 
empt the emerging political market by introducing sweeping reforms. The 
Democratic Progressive Party (DPP) was established in September 1986, 
followed by the Labour Party in December 1987. The press was deregu-- 
lated and new papers were allowed to enter the market on January 1, 1988. 
Other liberalization measures have included permission for ROC citizens 
to visit their relatives on the mainland and for specific groups of people 
from the mainland to visit Taiwan, legalization of Taiwan-mainland indi- 
rect trade, loosening of foreign exchange controls, release of political pris- 
oners, permitting demonstrations and strikes, and allowing some radical 
opposition leaders to come home from abroad. What has happened since 
1986 in terms of political liberalization exceeds-all gradual movement in 
that direction over the past 40 years. Chiang's death on January 13, 1988, 
did not decelerate the reform. In fact, since he cast his prestige on the side 
of the reformers, the weight of loyalty to him and to the system can be 
mobilized against the more conservative forces. Social cleavages are sur- 
facing, the KMT is reorientating itself toward the emerging political mar- 
ket, and state-society authority relations are being redefined. 
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Surfacing Social Cleavages 

The degree to which social cleavages surface under political liberalization 
reflects how successfully the developmental tasks have been tackled. The 
two major cleavages in Taiwan today are the identity cleavage between 
those who are for unification (fung) and those who are for independence 
(tu), and the class cleavage between labor (lau) and capital (tsi). The 
identity cleavage reflects the success/failure of nation building and the 
class cleavage reflects the distribution pattern. The major opposition party 
based on the identity cleavage is the DPP, while the Labour Party grew 
out of the class cleavage. The much stronger popular base of the DPP 
demonstrates the fact that the KMT is more successful in handling the 
distribution issue than creating a homogeneous political community. 


Labor vs. Capital 

In terms of income distribution, Taiwan is the most egalitarian of all capi- 
talist countries, though the pattern has altered slightly in the 1980s.7 The 
most important income equalizers were the leveling effect of the war, suc- 
cessful land reform, ample job opportunities provided by widespread edu- 
cation and sustained high-speed growth, labor-intensive and export-led 
industrialization, and the KMT's political and ideological interests in 
equalizing income. One can reasonably assume that equitable distribution 
plays an important role in dampening the momentum of labor movements 
aimed at redistribution. 

As far as capital-labor relations are concerned, it is true that Taiwan's 
enterprises generally do not provide semi-lifetime employment as do their 
Japanese counterparts, and as a result tend to suffer from high labor turn- 
over rates and a lack of company loyalty. But it is equally true that there 


5. Other social issues and cleavages are worth noting, such as the rise of environmentalism 

and the farmers' rights movement. On May 20, 1988, a violent demonstration led by farmers' 

: rights associations went out of control and paralyzed the center of Taipei for 17 hours, show- 
ing the depth of urban-rural tensions that accompany rapid industrialization and popular 
antagonism over U.S. pressure to open up domestic agricultural markets. But as industriali- 
zation goes on at an accelerating pace, the importance of capital and labor overwhelms other 
cleavages. . 

6. Tibor Scitovsky, “Economic Development in Taiwan and South Korea, 1965-1981," in 
Models of Development: A Comparative Study of Economic Growth in South Korea and Tai- 
wan, Lawrence J. Lau, ed. (San Francisco: Institute for Contemporary Studies Press, 1986), 
p. 138. : 

7. The income ratio between the highest fifth and lowest fifth households declined from the 
early 1950s to the low point of 4.17 in 1980. Since then it has been rising slightly but steadily, 
it reached 4.6 in 1986, reflecting the increasing importance of property income in determining 
overall distribution ("The Redistribution of Wealth in Taiwan," Commonwealth, January 1, 
1988, p. 14). 
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is an effective welfare-based labor regime centered at the enterprise level.® 
Thanks to decades of high-speed growth in labor-intensive, export-led in- 
dustries, demand often exceeds supply in labor markets, and unemploy- 
ment rates are extremely low. Real wages in the 1970s rose at a faster rate 
than labor productivity in manufacturing. Since 1986, owing to a surging 
wage level (a jump from an average increase rate of 7.4% in the 1982-85 
period to 10% in 1986-87) and a 41% appreciation of the NT dollar, ille- 
gal foreign workers have poured in to meet the domestic demand. Besides 
equitable income distribution and inclusion of labor in welfare terms, one 
can cite other elements contributing to relative labor peace in Taiwan. 
Among them are traditional labor submissiveness, high employment dis- 
persion as a result of Taiwan’s predominantly medium- and small-sized 
enterprises, agrarian roots of the workers and lack of class consciousness 
owing to rapid economic development and the spread of rural industry, 
easy entry into the entrepreneurial world and high social mobility associ- 
ated with high capital dispersion, the KMT's preemption of trade unions, 
and legal restrictions on labor activities. 

Since the lifting of martial law in June 1987, lebor in Taiwan has been 
striving for more economic benefits and political zecognition. Two devel- 
opments are worth noting: one is the proliferation of individual grass- 
roots labor activities aimed at concrete economic improvements; the other 
is the factional struggle within the new Labour Party and its final splinter- 
ing. Taiwan's labor movement is showing great interest in taking advan- 
tage of the liberal atmosphere in the post-Chiang era, but unionists, 
politicians, and intellectuals are finding it extremely difficult to translate 
workers' material concerns into political action. 

Perceptible labor unrest began in 1987 when workers elected anticapital 
and anti-KMT leaders to lead major enterprise unions, particularly those 
in the Kaohsiung area. Then the Labour Party came into being on De- 
cember 5, symbolizing an effort to integrate social, political, and intellec- 
tual forces in support of the labor movement. High labor concentration in 
large public and private enterprises provided extra organizational conven- 
ience for these workers who raised a widespread demand for higher end-of- 
year bonuses before the Chinese New Year. Corporate giants such as Yue 
Loong Motor and Far East Textile were all engulfed in this wave of unrest. 
Activists also strove for independent unions and collided with industrial 


8. Frederic C. Deyo, "State and Labour: Modes of Political Exclusion in East Asian De- 
velopment,” in The Political Economy of the New Asian Industrialism, Deyo, ed. (Ithaca: 
Cornell University Press, 1987), p. 183. : 

9. Among the East Asian NICs, Taiwan’s rate of labor concentration is much lower thar 
Singapore and South Korea, only slightly higher than Hong Kong. See Deyo, “State and 
Labour," p. 195. 
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tycoons like Lin Ting-sheng of Tatung. The first quarter of 1988 regis- 
tered continuous capital-labor skirmishes. On May 1 Taiwan experienced 
its first major strike when the whole railway system was paralyzed by loco- 
motive drivers who collectively decided to “take a vacation” (formal 
strikes require cumbersome preliminary procedures to exhaust alternative 
remedies). This tactic was followed by postmen and bus drivers in efforts 
to squeeze concessions from management. On occasion one can even de- 
tect labor-management collaboration to raise prices.!? The Dragon Boat 
Festival on June 18 (one of the three major annual holidays), July 1 (the 
date of the national Joint Entrance Examination), and other important oc- 
casions were chosen by public transportation workers as "strike" days, 
‘arousing considerable popular disgust along the way. Although it is obvi- 
ous that the demonstration effect played an important role in these quasi- 
strikes, one cannot find evidence of collaboration among the organizers; all 
activities were directly related to specific material demands confined to 
particular enterprises. There was no eruption of a wave of strikes, nor 
were the conflicts violent or destructive. 

Despite this activity, the Labour Party nevertheless has failed to gather 
momentum. From the very beginning it has been plagued by struggles 
over a party "line." Chairman Wang Yi-hsiung, the only Legislative Yuan 
member of the party, represents the “soft” line of providing legal advice 
for labor. His goal is to secure labor benefits through legal channels, and 
by so doing to maximize grass-roots support for his seat in the parliament. 
In order to do so, he is willing to tone down party rhetoric. That was not 
the case with the intellectuals grouped around Hsia-ch’ao, a journal highly 
critical of social distributional injustice and Taiwan's dependent position 
in the world capitalist system. The Hsia-ch'ao group constituted the other 
major faction in the Labour Party and was associated with the “hard” line 
of confronting capital with a solid labor movement. The dichotomy of 
"soft-service" vs. "hard-movement" thus became the focus of intraparty 
conflicts. The Hsia-ch'ao faction also was uncomfortable with Wang's 
connections with the DPP, from which he had split. Policy conflicts soon 
escalated into open accusations followed by resignations of the Hsia-ch'ao 
central committee members and the secretary-general. In mid-June 1988, 
Wang successfully purged the faction from the party center. The Labour 
Party thus suffered from a great schism before it could mobilize even a 
fraction of Taiwan's six million workers behind it (it had only recruited 
500 party members up to early 1988). It is clear that even though pursuing 
concrete economic demands is popular among industrial workers, a labor 
party is not; unionists, politicians, and intellectuals will have to iron out 


10. China Times Weekly (Taipei), no. 174 (June 25-July 1, 1988), p. 35. 
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their fundamental differences before the Labour Party can recuperate and 
elevate labor consciousness to the political level. 


T'ung vs. Tu 

If the capital-labor class cleavage fails to materialize into serious political 
challenge to the KMT, it is not the case with the identity cleavage of tung 
(unification) vs. t (independence). The KMT's failure to fully homogen- 
ize Taiwan's society with Chinese nationalism results in a continuous, 
though blurred separation between the Mainlanders and native Taiwanese, 
even down to the younger generations. Although one can hardly speak of 
discrimination against Taiwanese in the private sector (some Mainlanders 
complain about the impregnable Taiwanese-dominated local enterprises), 
the government, the military, and the KMT are still characterized by a 
disproportionate Mainlander presence in the higher echelons. It is true 
that local elections, administrative absorption, anc marginal reelections of 
the Legislative Yuan, Control Yuan, and National Assembly dampened 
political opposition and gradually Taiwanized the public sector, but these 
developments were considered insufficient as time went by. Paradoxically, 
they served to throw the remaining forbidden areas (the majority of the 
legislative seats, the mayoralties of Taipei and Kaohsiung, the premier, 
and, of course, the president) into relief. Though the KMT has been more 
interested in safeguarding state autonomy in a general sense than discrimi- 
nating against Taiwanese politicians, these two appear the same to the na- 
tive Taiwanese. The existence of recalcitrant subethnic differences 
between the Mainlanders and the Taiwanese, combined with perceived 
political inequality attributable to those differences, constitutes the root 
cause of a nativist political opposition aimed at redistribution of political 
power along the subethnic line. 

The democracy-prone conditions created by the process of capitalist de- 
velopment—the availability of private material resources independent of 
state control and the spillover of market ethos from the economic to the 
political readlm— greatly facilitate the rise of political opposition. This op- 
position took the form of tangwai in the 1977 local elections and won 
around one-fifth of the positions. A tug of war ensued as the KMT tried to 
set the parameters of competition and tangwai activists tested them. The 
1978 election was postponed as Taiwan underwent the shock of American 
derecognition. On December 10, 1979, International Human Rights Day, 
the opposition held a mass rally in Kaohsiung and violently clashed with 
the police. As a result, the tangwai leaders grouped around the Formosa 
(Mei-li-tao) magazine were arrested and sentenced to stiff jail terms for 
their active roles in the incident, whereas those associated with K’ang 
Ning-hsiang and his journal, The Eighties, were spared. K’ang then be- 
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TABLE 1 Subethnic (Mainlander vs. Taiwanese) Composition of the 


Population 
Other Provincial Origins 
Taiwanese (Mainlanders) 
Number Percentage Number Percentage 
Taiwan Province 13,491,577 88.1 1,830,060 11.9 
Taipei City 1,793,400 71.5 714,220 28.5 
Kaohsiung City 1,091,736 83.8 211,113 16.2 
Total 16,376,713 85.6 2,755,393 14.4 


Source: Directorate General of Budget, Accounting and Statistics; cited in Global Views 
Monthly, no. 13 (July 1987), p. 18. 


TABLE 2 Subethnic Composition of Government Officials, Members of 
Parliaments, and Party Leaders, Selected Categories 


Taiwanese Other Provincial Origins 
Number Percentage Number Percentage 
Three parliaments 220 17 1,080 83 
Central government 21 14 129 86 
Officials above the 
vice-ministerial level 
County magistrate and 21 100 0 0 
city mayors i 
Police officers above 11 7.3 139 92.7 
the level of county 
and city police. 
stations 
Members of the KMT 16 51.6 15 48.4 
Central Standing 
Committee" 
;Members of the DPP 10 91 1 9 
' Central Standing 
Committee 


Source: Legislative Yuan; cited in Global Views Monthly, no. 13, p. 19. 
"Derived from data of members of the KMT's Central Standing Committee elected by the 
13th Central Committee, July 14, 1988. World Journal, July 15, 1988. 


came the natural leader of tangwai and maintained a relatively moderate 
stance. Another major opposition group, composed of relatives of the For- 
mosa activists and their attorneys, thrived politically on popular sympathy 
with those in jail. Chou Ching-yu, wife of jailed Formosa activist Yao 
Chia-wen; for example, got the largest vote of any candidate in Taipei in 
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her contest for the National Assembly in 1980. A third group, made up of 
activists gathered around surviving opposition journals (Pien-lien-hui) be- 
came more and more critical of K’ang’s moderate position and contributed 
to his fall in the 1983 election. Finally, the Formosa prisoners were re- 
leased and swiftly joined their supporters. K’ang’s faction, the Formosa 
group, and the Pien-lien-hui thus constituted the three major forces under 
the general rubric of tangwai. 

The 1983 election witnessed the formation of a tangwai support commit- 
tee to coordinate campaign activities, and this was followed by the Re- 
search Association for Public Policy (RAPP) with plans to organize 
branches throughout the island. The support committee and the RAPP 
were clearly harbingers of a full-fledged opposition party.: At this stage the 
tangwai politicians were joined by a few Mainlander liberals, notably Fei 
Hsi-p’ing, a senior Legislative Yuan member who once proposed a Great 
Chinese Confederation to unite the ROC and the PRC. With KMT liber- 
alization measures in the offing, the reinforced opposition decided to push 
its luck. 

On September 28, 1986, the Democratic Progressive Party (DPP) was 
established. It adopted an organizational structure strikingly similar to 
that of the KMT: specialized organs targeting different groups of the pop- 
ulation, regional branches, a party congress, and 2 central executive com- 
mittee, central standing committee, central control committee with its 
standing commission, and a chairman. The party platform described five 
general goals in the political, social, educational, cultural, and foreign pol- 
icy fields, using broad terms such as harmony, democracy, balance, equal- 
ity, creativity, progress, peace, and independence. There is a conspicuous 
absence of any mention, let alone recognition, of the Republic of China. 
Taiwan was treated as a national entity and its relations with the mainland 
considered a matter of foreign policy. The principle of self-determination 
of all the people on Taiwan was upheld. The party flag was a.white cross 
against a green background, with the island of Taiwan placed at the center 
of the cross. Every indication of an independent Taiwan was there, short 
of explicit declaration. The identity cleavage erupted into political mani- 
festations. The election, held 70 days after the DPP was founded, revealed 
no significant change in the voting pattern established in the late 1970s, 
with the KMT capturing roughly 70% of the vote and the opposition (now 
including the DPP and other tangwai groups) taking the rest. Through 
this election, the DPP successfully established itself as the opposition party 
and gained social recognition as such. 

The original thrust of the nativist political opposition as embodied in 
tangwai and the DPP was redistribution of political power among Main- 
landers and Taiwanese, which meant a challenge to the political system on 
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the incumbent level. But since power distribution is constrained by the 
“frozen democracy” (i.e., only marginal reelections of central representa- 
tive bodies), the opposition naturally escalates its criticism onto the institu- 
tion level. Here it is joined by liberals whose major concern is democracy, 
not necessarily a particular pattern of power distribution. The major re- 
form proposal on this level is to restore the 1947 constitution per se by 
revoking the Temporary Provisions and the interpretation of the Council 
of Grand Justices upon which the frozen democracy is based. Political 
challenge can be escalated further onto the community level when it is 
perceived that Chinese nationalism is the ultimate basis of legitimacy for 
permanently keeping senior delegates elected on the mainland in the par- 
liaments. It is on this level that one can find a crisis of national identity. 

For years the KMT has been proposing a political formula that com- 
presses community, institution, and incumbent in a single level: China is 
embodied in the ROC constitutional framework and the KMT is the un- 
challengeable leading force. Thus, the ROC national flag is nothing but 
the KMT party flag set against a red background, and Dr. Sun Yat-sen's 
Three Principles of the People are both party ideology and constitutional 
tenet. The function of this formula is to strengthen legitimacy on each 
level through mutual reinforcement. The side effect is to cause the opposi- 
tion to escalate its challenge from incumbent to institution, and from insti- 
tution to community when these three levels are considered inseparable. 
Once the nativist opposition is operating on the community level, it finds 
ready allies in the overseas Taiwan Independence Movement (TIM), 
which rejects on principle the notion of one China. One can say that the 
island-based opposition is more utilitarian when it talks about self-determi- 
nation or independence, whereas the overseas TIM is more ideological and 
sometimes embraces Formosan nationalism as against Chinese national- 
ism. 

Within the DPP, Pien-lien-hui—by now evolved into Hsin-ch'ao-liu 
(New Tide)—is the major force pushing the party toward open endorse- 
ment of Taiwan independence. The K'ang faction and the Formosa group 
are comparatively moderate either because they are politically shrewd 
enough not to force a showdown with the KMT on this issue or they are 
afraid of losing floating voters who might shy away from such radical pro- 
posals.!! The fact that the New Tide is mainly composed of party workers 
(tang-kung) and the K'ang and Formosa groups are primarily elected rep- 
resentatives or local officials (kung-chi) may explain their different ap- 


11. A poll conducted by the Foundation of Public Opinion Survey in March 1988 showed 
that only 9.696 of those polled supported Taiwan independence. Global Views Monthly, no. 
23, May 1988, p. 19. 
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proaches to a certain extent. In the context of heated intraparty conflicts, 
the second congress held in November 1987 adopted a resolution stating 
that "people have the freedom to propose (chu-chang) Taiwan indepen- 
dence.” !2 The congress also assigned a special commission to solicit opin- 
ions from the party rank and file, and the following April the results of the 
survey were released: 61.85% in favor of incorporating the resolution on 
Taiwan independence into the party platform; 35.1% against.!? A tempo- 
rary party congress held on April 17 passed a resolution stating four con- 
ditions under which the DPP would propose Taiwan independence: (1) if 
the KMT negotiates with the Chinese Communist Party (CCP); (2) if the 
KMT betrays the interests of the people on Taiwan; (3) if the CCP unifies 
Taiwan with the mainland; (4) if the KMT fails to practice genuine consti- 
tutional democracy. The resolution also reaffirmed the right to self- 
determination and asked world powers, especially the U.S. and Japan, to 
adjust their foreign policy postures toward Taiwan. This document men- 
tions the "People's Republic of China," but only refers to the “Taiwan 
authorities," showing the DPP's reluctance to grant even minimal legiti- 
macy to the political system. However, thanks to the maneuvering of 
Chairman Yao Chia-wen, "Taiwan independence" was not included in the 
platform, thus preventing a schism within the DP? and a showdown with 
the KMT; in other words the resolution was a compromise between the 
moderates and radicals. Whether the DPP will be captured by champions 
of Taiwan independence depends to a very large extent on the interactions 
between the DPP and the KMT, but the election of Huang Hsin-chieh, 
head of the Formosa group, as party chairman at the third congress in 
November 1988 dilutes the possibility that the DPP will be radicalized in 
the near future. 


Intersecting Social Cleavages 
Generally speaking, DPP-Labour interparty relations reflect the fact that 
the identity and class cleavages tend to cut across and not reinforce each 
other. Thus, one can find Mainlanders and Taiwanese in all economic 
classes, making it hard to attract wide support for "pure" claims based on 
either cleavage. Since the DPP draws heavily on support from the native 
medium- and small-sized enterprises that are hostile to the labor move- 
ment,!^ it is very difficult for the party to come up with a platform that is 
prolabor and anticapital, hence the split of Wang Yi-hsiung and his union 
supporters from the DPP to form the Labour Party. On the other hand, 


12. World Journal (Yaipei), November 12, 1987. 
13. Ibid., April 17, 1988. 
14. China Times Weekly, no. 172, p. 57. 
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the Labour Party is not so interested in the DPP’s goal of redistributing 
political power between Mainlanders and Taiwanese or its tendency to- 
ward Taiwan independence.!^ On the contrary, the Hsia-ch’ao group and 
major party advisers such as Chang Hsiao-chun, a sociology professor at 
National Taiwan University, are fervent Chinese nationalists who abhor 
the notion of severing Taiwan from the mainland. Since Hsia-ch’ao has 
been purged and Chang has resigned from the Labour Party, the institu- 
tional obstacle to DPP-Labour Party amity has been removed, but the con- 
stituency dilemma remains. The two parties cannot work out compatible 
platforms acceptable to native Taiwanese capitalists. The two major social 
cleavages and leading opposition parties thus tend to diverge, rather than 
converge. 


Marketization of the KMT 


Apparatus reform. As political liberalization unleashes social forces that 
are no longer subordinate, the KMT is experiencing an unprecedented 
transformation. Internal changes in the party are not merely a response to 
social trends but are an attempt to preempt the new political market. At 
the third plenum of the KMT’s 12th Central Committee in March 1986, 
the issues of lifting martial law, legalizing the opposition, and reforming 
the party all were on the agenda, showing a synchronized effort to create a 
political market and adjust the party to it. The political liberalization 
measures that followed pushed the party into further soul-searching. The 
conclusion is hardly surprising: in order to survive and thrive in an open 
political system, the KMT has to marketize itself.!© The major architect 
of restructuring the KMT is secretary-general Lee Huan, a former student 
of Chiang Ching-kuo and veteran party cadre, who started his career in 
the China Youth Corps (the KMT’s youth organization). He later became 
Ching-kuo’s trusted lieutenant in recruiting Taiwanese into the higher ech- 
elons of the party, which gave him unique influence over the KMT’s native 
politicians. Lee is supported by a group of U.S.-trained, practical-minded 
party cadres such as John Kuan, director of the Organization Department, 
and James Soong, deputy secretary-general. Their idea is to transform the 
KMT from an ideology-based revolutionary party into a political machine 


15. Huang Wen-yuen, "The Development of Taiwan's Labour Movement," speech at Uni- 
versity of California at Berkeley, July 14, 1988. 

16. The idea of a political market and its resemblance to an economic market was clearly 
in the mind of Lee Huan, the KMT's liberal-minded secretary-general, when he spoke of how 
economics can be applied to politics and how political parties are subject to market adjust- 
ments. See “A Long Interview with Lee Huan,” Global Views Monthly, no. 23 (May 1988), p. 
45. 
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geared to electoral competition. As the perceived legitimacy base in the 
society has shifted from traditional reciprocity to contractual approval, the 
reformers in the KMT have tried to reorientate the party to its new role of 
catering to the society rather than shaping it according to a grand design. 

Marketization of the KMT finds a most explicit manifestation in Lee’s 
radical proposal at the 13th Party Congress in July 1988 to restructure the 
party apparatus. Up to now, under the Central Committee, the party 
headquarters has mainly comprised functional departments (organization, 
mainland operations, overseas affairs, cultural affairs, youth activities, wo- 
men’s activities, etc.) designed to implement party policies. The functional 
departments together with lower party organs under their supervision are 
“output organizations” acting as specialized transmission belts, usually 
taking a top-down approach. Their basic orientation is to act on the soci- 
ety as party bureaucracies. Lee, however, proposes to lump them together 
into a simple, election-oriented branch aimed at mobilizing support from 
the society. The party apparatus would then consist mainly of “input or- 
ganizations,” taking a bottom-up approach. The second part of Lee’s pro- 
posal deals with policy coordination and involves establishment of three 
committees, the one dealing with the legislature carrying the greatest sig- 
nificance. Lee’s plan, in short, is an attempt to focus KMT attention on 
the two most important groups—voters and elected representatives. He is 
willing to see withdrawal from the society of certain transmission belts at 
the same time that he is trying to set up an election-oriented party appara- 
tus.17 


Power redistribution. Besides reorientating the party apparatus, KMT 
marketization also involves power redistribution favoring input institu- 
tions within the party. If apparatus reform will enable the party to find the 
cutting edge into the political market, power redistribution will allow the 
political market to make a claim on the party. The former is a program 
favored by reformist party officials who now see themselves as cadres- 
turned-election managers; the latter is a natural phenomenon associated 
with the rise of the parliamentary wing and other sectors with resources in 
the political market. Though not as obvious as apparatus reform, power 
redistribution among institutions is by no means less significant. 

Before Chiang Ching-kuo's death, hardly anyone spoke of pluralism 
within the KMT. A single leader dominated the Central Standing Com- 


17. For Lee's proposal, see Central Daily News (Taipei), June 22, July 6, 1988, and World 
Journal, July 10, 1988. While the original functional departments bear resemblance to the 
structure of a Leninist party, the proposed changes remind one of the LDP in Japan. See 
“The KMT Follows the LDP’s Footsteps,” Global Views Montily, no. 21 (March 1988), pp. 
24-26. 
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mittee (CSC), which is the supreme ruling organ when the Central Com- 
mittee (CC) that elects it is not in session. The CC, in turn, is elected by 
the National Congress, which is convened every four years and holds ulti- 
mate power. Because of their large size (the 13th Party Congress assem- 
bled 1,209 delegates and elected a 180-man CC) and short sessions, they 
merely rubber-stamp decisions reached by top leaders. The CSC member- 
ship consists of the heads of a whole range of institutions—the party appa- 
ratus, the administration, the representative organs, the judiciary, the 
military, the mass media, business, etc. It is true that in their legal capaci- 
ties the CSC members who hold state positions have definite roles to play, 
but as party members they are supposed to follow decisions made by the 
CSC under its chairman. Thus, all branches of the government are coordi- 
nated by the party, and activities of KMT-dominated social groups are 
also integrated with government policies. In this way, the KMT party- 
state orchestrates policy and “‘absorbs” the society through various institu- 
tions at the center. 

With the end of “strong-man politics,” the KMT has begun to demon- 
strate symptoms of institutional pluralism, namely, different institutions 
competing for influence on policy making in the Standing Committee. A 
troika has emerged consisting of President Lee Teng-hui, Premier Yu 
Kuo-hwa, and KMT Secretary-Genera] Lee Huan.!? Among them, the 
president is arguably the most popular basically because he is the first na- 
tive president and thus commands wide support among Taiwanese, and he 
was the hand-picked successor to Chiang Ching-kuo and thus presents 
himself as a Chinese nationalist to Mainlanders who have no difficulty ac- 
cepting him.!? His major public image competitor, however, is Premier 
Yu Kuo-hwa who projects the conservatism of a central banker and speaks 
Mandarin with a heavy Chekiang accent, a severe liability for a politician 
in a televised political market (Lee Teng-hui’s Taiwanese accent, on the 
other hand, is a big plus). Despite the drawbacks, Yu had been widely 
considered a man of integrity until his image was tainted when a Young- 
Turk KMT legislator exposed a scandal about womanizing and efforts by 
Yu to silence him with a bribe.?! Yu was also undermined by a series of 
public opinion polls that gave him approval rates just above 50%. Though 


18. Some observers include Hau Pei-ts’un, chief of the Genera! Staff, as a member of the 
leading core. Though Hau exercises great influence on military decision making, his capacity 
to project power beyond his professional field is limited. For Hau’s self-perception, see “The 
Strong-man Chief of the General Staff,” Global Views Monthly, no. 24 (July 1988), pp. 36-44. 

19. According to a poll conducted by the Foundation of Public Opinion Survey in June 
1988, Lee Teng-hui had an approval rate of 81%, up from 72% at the end of 1987. The same 
poll showed a 55.796 approval rate for Premier Yu. s 

20. World Journal, June 29, 1988. 
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supported by those who wish to see him continue as premier for reasons of 
policy continuity, Yu seems to lack political ambition, and this might be 
his weakest point in post-Chiang politics. At the 13th Congress Lee Teng- 
hui was elected chairman by a standing ovation, whereas Yu ranked a mis- 
erable 35th in the CC election. : 

Behind these individuals are the forces that ultimately decide power dis- 
tribution in the KMT. Since a political market is emerging outside the 
party-state, institutions that can mobilize power resources in the market 
(the input institutions) are in a better position vis-à-vis those in charge of 
policy implementation (the output institutions) who are isolated from the 
political market. The Young Turks in the legislatures, the cadres-turned- 
campaign managers, and the mass media are the three discernible input- 
oriented forces that draw direct support from the society.?! They were, in 
fact, kingmakers when the KMT chose an acting chairman after Chiang 
Ching-kuo died on January 13, 1988. A campaign favoring Lee Teng-hui 
was built on public appeals issued by the young legislators, heavy publicity 
and unreserved editorial support in the mass media, and behind-the-scenes 
maneuvering among party cadres, led by Lee Huan. Public attention was 
focused on the January 27 CSC meeting at which Yu's decision to post- 
pone the election was challenged by Deputy Secretary-General James 
Soong, disregarding rank and procedures. Lee Teng-hui was then elected 
acting chairman, and Soong was hailed as a national hero by the press. 
Social forces were clearly directed to “coercing” the leadership into mak- 
ing a particular decision at a particular moment. The pre-13th Party Con- 
gress campaign to undermine Yu's position also demonstrated certain 
signs of coordination: young legislators barraged Yu with severe criticism, 
polls showed low ratings, the leading newspapers concentrated on Yu's 
instability, and rumors had it that the reformists in the party apparatus 
were orchestrating the whole offensive to “topple Yu."22 

The changing power structure in the party, however, does not necessar- 
ily lead to a corresponding institutional setup. One cannot predict the ex- 
act composition of the CC and the CSC, for example, based on the power 
resources that the party and state institutions each command. But once a 
serious gap between the basic power structure and institutional setup de- 
velops, tensions will accumulate rapidly and may erupt into serious strife. 


21. The three largest newspapers on Taiwan are the United Daily News, the China Times, 
and the Central Daily News. The board chairmen of the first two, though the papers are 
privately owned and highly commercialized, were on the KMT’s Central Standing Commit- 
tee up to the 13th Congress. The third is a party organ, and its former chairman was also on 
the CSC until the Congress. i 

22. World Journal, June 26, 27, 29, 1988; China Times Weekly, no. 176 (Jely 9-14), p. 9. 
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The 13th Party Congress elected a 180-man Central Committee that did 
not reflect the rise of the representative organs (either central or local). 
The KMT Young-Turk legislators, such as Chao Shao-k’ang and Lee 
Sheng-feng, and members of the maverick Chi-hsi Breakfast Club, were 
not nominated at all. The three parliaments (the Legislative Yuan, Con- 
trol Yuan, and National Assembly) held the same number of seats (28) in 
the 13th as in the smaller 12th CC (the 12th CC had 30 fewer members), 
thus showing a declining percentage. Locally elected councillors and as- 
semblymen were not favored either. The only gain was CSC seats for the 
Speaker of the Kaohsiung City Council (Ch’en Tien-mao) and two Legisla- 
tive Yuan members (Hsu Sheng-fa and Hsieh Sheng-shan) representing 
business and labor. The board chairmen of the United Daily News, China 
Times, and Central Daily News were dropped from the CSC, eliminating at 
one stroke mass media representation in the ruling organ. 

The party cadres who managed elections, however, scored unprece- 
dented gains in the CC and CSC. Not only did they increase their CSC 
seats from one to three (Lee Huan, James Soong, and Secretary-General of 
the Policy Coordination Commission Chao Tze-ch’i), they captured the 
first (Lee Huan), third James Soong), eighth (Li Tchong-koei, director of 
the China Youth Corps), twelfth (John Kuan), and eighteenth (Ma Ying- 
jeou, another deputy secretary-general) largest number of votes among the 
top 20 CC members in the election. The military also gained 20 seats in 
the CC, increasing its presence by 2.4% to a total of 11.1%. Finally, the 
major beneficiary in terms of CSC seats is the administration, except for 
Premier Yu who ranked lower than most of his cabinet members in the CC 
election. Five bureaucrats joined nine of their colleagues in the CSC to 
form the largest group in the 31-member ruling body. With the decreasing 
prestige of the premier, the bureaucrat members may be more and more 
associated with the president who is a technocrat par excellence. 

Based on the election results, one can clearly see that the reformist cad- 
. res in the party apparatus and the bureaucrats reaped the greatest benefits 
at the 13th Party Congress. It is true that names of members of parlia- 
ments, councillors, and assemblymen, as well as chairmen, publishers, and 
general managers of mass media appeared on the list of CC members, but 
their presence was not commensurate with public expectations and the re- 
sources at their disposal. One would expect then that the Young-Turk 
representatives and crusading journalists will exercise greater scrutiny of 
the party’s policies in the future if only because of their greater distance 
from the power center. As political liberalization continues, the power 
resources at the hands of the input institutions will increase proportion- 
ately, creating tremendous pressure on the current structure of the KMT. 
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Conclusion 

Since 1949 the KMT has tackled Taiwan's major developmental tasks in.a 
sequential way. It has succeeded in state building and economic develop- 
ment, but has not fulfilled the tasks of nation building and political partici- 
pation with equal success. After four decades of capitalist development, 
political liberalization has become inevitable. The process has brought 
about two trends described above: the surfacing of intersecting social 
cleavages and the marketization of the KMT. The social cleavages are | 
indicative of the results of the KMT's sequential formula in tackling devel- 
opmental tasks. The two major cleavages fail to reinforce each other be- 
cause the DPP (identity cleavage) depends on middle class support and the 
Labour Party (class cleavage) is more concerned with wealth distribution 
than with high-sounding nativist claims. Marketization of the KMT 
mainly takes the two forms of gearing the party apparatus to the political 
market and redistributing power by favoring input institutions (reformist 
party cadres, mass media, and elected representatives). 

Underlying all of these developments is a grand shift of major legitimacy 
principle from traditional reciprocity to a modern political contract, Op- 
position forces based on dormant social cleavages have begun to take ad- 
vantage of the changing atmosphere and press for social goals neglected by 
the government. Up to now, the KMT has been responding to social 
changes mainly through opening political channels. But rising expecta- 
tions on the island and challenges coming from the mainland may “over- 
load" the political system. In order to cope with mounting pressures in 
the environment, the KMT party-state may find it necessary to pit one 
opposition group against another and to upgrade the performance of its 
bureaucracy through a major administrative reform. Whether these meas- 
ures will be undertaken by the reforming elite remains to be seen, but one 
can safely predict that political change on Taiwan will continue at an ac- 
celerating rate, testing and confounding many theories of police develop- 
ment based on past observations. 





THE PEACE ACCORD AND THE 
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Writings on Sri Lanka intended for an international 
audience no longer require lengthy introduction. There has been compre- 
hensive news coverage of the devastating ethnic riots in mid-1983, of the 
civil war between separatist Tamil guerrillas and the Sri Lanka armed 
forces, and the movement of Tamil refugees to many West European coun- 
tries. However, the international media has not adequately reported the 
events in Sri Lanka since July 1987 when India and Sri Lanka signed the 
Peace Accord designed to end the guerrilla war waged by the Tamil sepa- 
ratists and effect a permanent solution to the Tamil problem in the coun- 
' try. This article very briefly analyzes recent political developments in Sri 
Lanka, especially in the Tamil-dominated North. In addition to published 
material, I have used information from informal interviews conducted in 
Sir Lanka during the first half of 1988. 


The Internal Political Situation 
The United National Party (UNP) has been in power in Sri Lanka since 
1977, and both its popularity and the strength of its power base, at least 
since 1987, have eroded steadily.! The opposition parties, together holding 
less than one-sixth of the seats in Parliament, have been largely ineffective 
in articulating the rapidly growing resentment of various sections of soci- 
ety at certain governmental policies and the corrupt practices of some key 
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1. The most recent example of this is the low voter turnout in the provincial council elec- 
tions held in June 1988. In certain areas of the country, e.g., Hambantota District in the 
South, it was less than 20%. In 1977 the comparative figure was 86.7%, and in every election 
since voter turnout has been on the decline, See The Report on the First Referendum in Sri 
Lanka, Sessional Paper No. II (Colombo: Government Printer, 1987). 





401 


402 ASIAN SURVEY, VOL. XXIX, NO. 4, APRIL 1989 


personnel. This has produced frustration, building toward desperation, 
within large segments of the population. There have’ been incidents of 
political violence directed against the governing perty in many areas of the 
island. The People’s Liberation Front (popularly known as JVP), a radical 
Sinhalese political party rooted among youth, hes been proscribed since 
August 1983, and many educated but unemployed youths have thus lost 
the democratic medium through which they could express their grievances 
and demands. A number of successful strikes have been organized by gov- 
ernment workers, doctors, nurses, bank employees, estate workers, and 
others. The university students have become highly politicized, and uni- 
versities are so unstable that they may be on the brink of collapse. 

The main Tamil political party, the Tamil United Liberation Front 
(TULP), was rendered ineffective after enactment of the Sixth Amendment 
to the constitution in August 1983 making all separatist activities uncon- 
stitutional. Thus, the Tamils also lost their voice within the normal demo- 
cratic political process. The civil administration in the entire Northern 
Province collapsed and the separatist guerrillas established their own de 
facto administration and judiciary. Heavy casualties have been incurred 
by both sides in the bloody battles between the separatists and the Sri 
Lankan armed forces, and interaction between the Tamil areas in the 
North and the rest of the country has come to a virtual halt in almost 
every sphere. 

The increasing polarization of the Sinhalese and the Tamils is the most 
significant political development in the island. The ethnic riots that had 
disastrous effects on the life and property of the Tamils, the attacks on the 
Sri Lankan police and armed forces who are mainly Sinhalese, and the loss 
of life and property of the Sinhalese villagers in the Northern and Eastern 
provinces are very largely responsible for this polarity. The political senti- 
ments of the two communities have come to a point from which there is no 
return to the mutual acceptance and respect that existed in early post- 
independence days. : l 


The Sinhalese Perspectives 
The Sinhalese believe that Sri Lanka is largely a Sinhalese-Buddhist coun- 
try and all other religious or language groups are alien. Sri Lanka, they 
argue, is the only country of and for the Sinhalese people. The Sinhalese- 
Buddhist ideology has been quite effective in associating the Sinhalese eth- 
nic group with the Buddhist religion and the politico-cultural history and 
territory of the island.2 The ideology that defines Sri Lanka exclusively in 


2. The origin of the Sinhalese-Buddhist ideology can be traced back to Mahavamsa, the 
great historical chronicle of Sri Lanka written in 6 A.D. by a Buddhist monk named 
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Sinhalese-Buddhist terms is largely a product of the Mahavamsa and re- 
cent pro-Sinhalese-Buddhist interpretations of it by Sinhalese politicians 
and Buddhist monks, both of whom benefit by such an ideology in differ- 
ent ways. To many Sinhalese, Sri Lanka is expressed as Sinhala Dipa (is- 
land of Sinhalese) and Damma Dipa (island of Buddhist teaching). In this 
context the Tamils are seen as a group of South Indian invaders who de- 
stroyed the Buddha Sasana. Although there were, in fact, many non- 
Tamil Dravidian invaders, to the ordinary Sinhalese they all are seen as 
Tamils. In popular writing in Sri Lanka the two terms, Tamil and Dra- 
vida, are used synonymously. Certain aspects of the strategy of the Tamil 
political leaders (e.g., their war-like political rhetoric) and that of the sepa- 
ratist guerrillas (such as the actual destruction of Buddhist places of wor- 
ship) have reemphasized the anti-Tamil sentiment found in the early 
Sinhalese history written by Buddhist monks. To Sinhalese eyes there are 
many parallels between the early South Indian Tamil invaders and the Sri 
Lankan Tamil separatists. The fact that the Tamil separatists obtained 
both material and moral support from Tamil Nadu Province in India has 
increased the intensity of the minority complex that the Sinhalese feel 
when viewing themselves in the context of the wider Tamil diaspora of 
South Asia. Thus, the reaction of the Sinhalese against Tamil separatism 
is largely a product of their self-conscious traditionalistic ideology.? 


The Tamil Perception 
The Tamil sentiment is multirooted. One of the most frequently discussed 
roots is the discrimination by the Sinhalese.^ Their decreased levels of 
participation in higher education and public employment since the end of 
the colonial era are probably the most important cause of Tamil separa- 
tism. The Tamils thought of themselves as equal in status to the Sinhalese 
during the colonial era. However, soon after the first island-wide territo- 
rial elections in 1931 and the creation of the pan-Sinhala cabinet in 1936, 


Mahanama. The central theme of this ideology is that Sri Lanka is a Sinhalese-Buddhist 
country. 

3. Hector Abhayawardhana says that “by reasons of its own history the Sri Lanka state 
never enjoyed the confidence, or support, or endorsement of the people," because the eco- 
nomic system in the country never demanded such support from the people. “Sinhala Chau- 
vinism, Tamilism, and Indian Policy," in Indo-Sri Lanka Peace Accord 29 July 1987, Logos, 
26:1, 3, and 4, p. 27. While I agree with him, I want to elaborate that many ordinary Sri 
Lankans identify themselves more with a culturally than a politically defined Sri Lanka. 

4. Almost all of the recent works by Tamil historians and politicians describe the discrimi- 
nation factor in great detail, for example, S. J. Tambiah, Sri Lanka: Ethnic Fratricide and the 
Dismantling of Democracy (Chicago: University of Chicago Press, 1986) and Sactchi Pon- 
nambalam, Sri Lanka: The National Question and the Tamil Liberation Struggle (London: 
Zed Books, 1983). 
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they were compelled to accept their minority stetus. The designation of 
Sinhalese as the official language of the country in 1956 and the elevation 
of Buddhism to constitutional status in 1972 were two of the critical deci- 
sions that reminded the Tamils of their real position in the island. The 
Tamil areas are located away from all the major development projects im- 
plemented since independence. Even private investment, including that by 
Tamils, was largely attracted to Colombo and other non-Tamil areas such 
as Kandy. However, the Tamil politicians (many of whom also invested in 
enterprises in Colombo) interpreted the general trend as deliberate eco- 
nomic discrimination against them by the Sinhalese-controlled govern- 
ment. Also, the preference given to Sinhalese settlers in the large-scale 
settlement projects located in eastern Sri Lanka was criticized as an “‘inva- 
sion of the Tamil homeland." 5 

The Tamil politicians, who belonged to exclusively Tamil political par- 
ties, became increasingly marginalized in national politics. Their effective 
contribution to national issues declined rapidly es the Sinhalese political 
parties were able to form governments without the help of the Tamil par- 
ties. This alienated the Tamil political leaders who, in reaction, turned 
further into their own ethnic group and began to build the separatist move- 
ment. The TULF, a coalition of all the Tamil political parties that over- 
whelmingly returned Tamil members to Parliament in 1977, failed to fulfill 
its central political promise—the creation of a separate state called Eelam. 
The separatist struggle was then taken over by ermed Tamil youth who 
resorted to guerrilla tactics to win their demands. This led to warfare be- 
tween the Sri Lankan armed forces and the Tamil separatist guerrillas, or 
terrorists to use the word preferred by the Sri Lankan government. The 
presence of the armed forces was in turn interpreted by the separatists as 
an occupation of their homeland by the Sinhalese. When peaceful at- 
tempts to find a solution to Tamil demands failed, the guerrilla war esca- 
lated." As a result of these activities the Jaffna eccnomy has been hard hit: 


5. Towards Liberation: Selected Political Documents of the Liberation Tigers of Tamil Ee- 
lam, 1984, pp. 23-24. 

6. Although there were Tamil cabinet ministers in every gcvernment since independence, 
none of them had enough bargaining power to satisfy their major grievances. Every time 
such issues arose, the Tamil ministers resigned in protest because of government failure to 
accede to their demands. Since 1972 the Tamil cabinet ministers in the respective govern- 
ments have not come from any Tamil political party that espouses Tamil nationalism. 

7. Since the guerrilla activities of the Tamil separatists began to escalate in-mid-1983, the 
government of Sri Lanka, alone and sometimes with India’s involvement, tried to find a solu- 
tion to the Tamil grievances on several occasions. The All Party Conference held in Colombo 
in January 1984, the Round Table Conference held in Colombo in 1985, and peace talks held 
in Thimpu, Bhutan, in July 1985 all failed because the two sides could not agree on certain 
fundamental issues on which they held diametrically opposed views. 
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the fishing industry has virtually collapsed; transportation between Jaffna 
and Colombo—the main market for Jaffna produce—is intermittent most 
of the time and inoperative on occasions; and the subsidiary food crop 
industry, i.e., tobacco, onion, and potato farming, is in a state of near ruin. 
The breakdown of law and order and the collapse of civil administration in 
Jaffna, which resulted in an anarchic situation, led many Tamils to turn 
decisively to Tamil Nadu in India for help. The Tamil separatist guerrillas 
were already receiving both training and supplies from Tamil Nadu with 
the blessings of the Indian government. Although this support had long 
been denied by India, with the signing of the Accord it was acknowledged. 
It appears that many Tamils had lost their allegiance to Sri Lanka and had 
begun to view Tamil Nadu and India as their real guardians. Many 
Tamils crossed to Tamil Nadu to avoid the fighting in Jaffna and were 
accorded refugee status in India. The Tamils' acceptance of India had 
developed to such an extent that, at one point, when the separatist guerril- 
las were losing to the Sri Lankan armed forces, India was asked to inter- 
vene directly and establish Eelam. The political statements made in New 
Delhi and Madras sympathetic to the Tamil separatist guerrillas led them 
to believe that this was a real possibility in the near future.? 


International Relationships 
Sri Lankan foreign policy since 1977 has drifted westward, although Sri 
Lanka continues to be a member of the Nonaligned Movement (NAM). 
Sri Lankan foreign relations and geopolitical behavior have been both an 
irritant and an embarrassment to India. Sri Lankan ports welcomed U.S. 
naval ships, the presence of which in any part of the Indian Ocean—espe- 
cially as close as Sri Lanka—is feared by India. Colombo's attempt to 
lease both the oil tank farm in Trincomalee, one of the largest natural 
harbors in Asia and a former British naval base, to a Western company as 
well as land seventy miles north of Colombo to build a communication 
center for Voice of America transmissions were viewed by India with ex- 
treme suspicion. The attempt, which later failed, to join the Association of 
Southeast Asian Nations (ASEAN) was yet another irritant to Indian geo- 
politicians. Possibly the two most significant developments that have fur- 
ther widened the gap between the two countries are the very cordial 
relationship Sri Lanka has nurtured with Pakistan and Colombo's open 
criticism of India for providing training facilities on Indian soil and other 


8. Reggie Siriwardana, "The Accord and the Peace Community," Indo-Sri Lankan Peace 
Accord: 29th July 1987, Logos 26:1, 3, and 4, December 1987, p. 85. The author quotes 
Prime Minister Indira Gandhi, “We cannot remain indifferent to the fate of the Tamil-speak- 
ing people of Sri Lanka." 
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material support, including arms, to the Tamil separatists. Sri Lanka's 
attempt to get military support training and hardware from the West also 
made India very nervous. Although Sri Lanka failed to a large extent in 
obtaining armaments, it did succeed in buying private military advisers— 
mercenaries—from England and Israel. India very strongly protested this 
"repugnant" Sri Lankan behavior. What India feared most was that the 
states hostile to India, especially the United States, would use Sri Lanka as 
a base for reconnaissance against India. On a number of issues both within 
the United Nations and in the NAM, India and Sri Lanka had opposing 
views. The ideological and policy differences and the always present fear 
of Indian domination thus contributed to the parting of ways between the 
two countries. The relationship between India and Sri Lanka had hit its 
lowest point by the beginning of 1987? and this political situation, some 
argue, inade an Indo-Sri Lankan agreement initiated by New Delhi and 
favoring India's interest virtually certain. 


Indian Interests in Sri Lanka 

In view of the souring relationship between the two countries and the 
growing Tamil séparatist movement in northern Sri Lanka, two major ele- 
ments of Indian interest in Sri Lanka can be identified. First, India in its 
capacity as the most powerful nation in South Asia, is unwilling to accept 
the emergence of a state hostile to its interests on its southern flank. This 
is especially so given the fact it is not on good terms with any of its main- 
land neighbors, and both China and Pakistan have actually fought wars 
with India. Given Sri Lanka's isolation in world geopolitics—none of the 
major powers will take its side against India, and both superpowers have 
unquestionably accepted India as the major regional power—India has not 
hesitated to interfere both overtly and covertly in the internal affairs of Sri 
Lanka. The very fact that India provided a safe haven, training, and arms 
and ammunition to the Tamil guerrillas was clear evidence of this. By 
doing so, India expected to pressure Sri Lanka to accept the rules of the- 
South Asian geopolitical game as set forth by India. In other words, Sri 
Lanka cannot sustain geopolitical ideology and practice that contradict 
India’s. 

Secondly, India as a state that is also being threatened by a number of 
ethnic separatist movements cannot wholeheartedly support a separatist 
movement in a neighboring country or allow it to succeed. It is particu- 
larly worrisome to India that the same ethnic group, the Tamils, have had 


9. In The Guardian (London), July 29, 1988, one year after the Accord was signed, it was 
remarked that relations between the two countries had reached their darkest hour just before 
the agreement was signed. - 
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separatist tendencies within India itself; in Tamil Nadu in the early 1960s 
there was a Separatist movement of which certain elements are still strong. 
Many Tamils in Sri Lanka sympathized with or actively supported this 
movement, especially because it had a strong irredentist element. Thus, 
India is determined not to allow the emergence of a separate Tamil state in 
Sri Lanka as it could give new life to separatist tendencies in Tamil Nadu. 
It is one thing to extend limited support to a separatist group if the inten- 
tion is only to destabilize the political situation within another country, 
but rather a different matter to back such a movement until a separate 
state is created. The Indian support of the Tamil separatists in Sri Lanka 
is characterized exclusively by the former intention. 

Thus, from the Indian point of view, twin objectives must be achieved— 
a change in Sri Lanka's foreign policy so that it will be compatible with 
India's while keeping the Tamil separatists somewhere short of achieving 
their goal. In the early and mid-1980s, India had two options by which to 
achieve these goals—either to act as a mediator or intervene militarily. 

The former would require the consent of the Tamil separatists as well as 
the Sri Lankan government while the latter could be done unilaterally. 
From the end of 1983 India tried several times to become a mediator.!° 
However, it became clear that it was a somewhat more-than-mediator role 
that India wanted to play in order to secure its own interests, and this was 
unacceptable in Sri Lanka. Mediation failed, and India was left with the 
other option—military intervention. Because of potential negative world 
reaction, India could not simply send its troops; something that would 
minimize world reaction and also legitimize its actions both to its own 
people and to the rest of the world was required. The Indo-Sri Lankan 
Peace Accord appeared to offer just that. 


The Indo-Sri Lankan Accord 


The Sri Lankan armed forces, now better equipped and trained, had been 
gaining the upper hand in the fight against the Tamil separatists from the 
beginning of 1987. The success of the Waddamarachchi operation in early 
1986 was a major setback for the Tamil separatists as well as for India for 
different reasons. To the former, losing the battle had a demoralizing ef- 
fect. Tamil separatists feared that they would lose not only the possibility 
of achieving a separate state but also any other reasonable package of dev- 
olution of power. To India, losing meant that it could not exert pressure 


10. During the period 1984—1987, several key Indian diplomats and politicians, e.g., G. 
Parthasarathi's shuttle diplomacy, made several visits to the island to explore the possibility 
of mediating between the Sri Lankan government and the Tamil separatists. However, the 
ideological differences between the two sides made it almost impossible. 
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through the instability created by the separatists to change foreign policy 
hostile to India. In addition to this the Indian government would be vul- 
nerable to political pressures from Tamil Nadu for not helping its brothers 
across the strait. Thus, India seemed to have judged the latter half of 1987 
as the time that would be best for attempting its second option. This they 
tested with a token airdrop of food onto the Jaffna peninsula. The results 
were encouraging to India as no military action was undertaken by Sri 
Lanka. Even the international reaction was largely limited to a few news- 
paper articles criticizing the Indian act and a few statements of protest by 
a handful of countries. India realized that the game could be played by its 
rules and initiated the agreement giving Sri Lanka the choice to agree. 

The agreement was signed by the leaders of the two countries in Co- 
lombo under a nationwide curfew, because a very significant sector of the 
population—both Sinhalese and some Tamils living in Sinhalese areas and 
even important cabinet ministers—was opposed to it. The Sri Lanka 
armed forces, too, appeared to dislike the agreement for their own rea- 
sons.!! Many in Sri Lanka as well as India expressed their incredulity that 
the agreement was signed by the two leaders without even consulting the 
Tamils whose problem they were trying to solve. In any event, since July 
1987 various terms of the agreement have been implemented by the gov- 
ernments in Sri Lanka and India even though the majority of the Tamils 
did not seem to support it. At this point, however, it is important to probe 
into some of the major terms of the Accord insofzr as they have bearings 
on the Tamil problem. 

It was clearly stated at the very outset that both countries sought to 
preserve the "unity, sovereignty, and territorial integrity of Sri Lanka" 
(Section 1.1). This was a gain for the Sri Lankan government, since it had 
stood firmly against negotiating on these issues with the separatists. At the 
same time, the Tamil guerrillas lost the purpose of their struggle—the cre- 
ation of a separate state. This is what both Sri Lanka and India had 
wanted all along, yet it did not appear to be possible without India's coop- 
eration, or at least this is what India had clearly demonstrated. India as- 
sured Sri Lanka that it would never allow a separate Tamil state in Sri 
Lanka. 

The agreement also recognized “that the Northern and Eastern prov- 
inces have been areas of historical habitation of Sri Lankan Tamil-speaking 
people who have at all times hitherto lived together in this territory with 


11. The incident in which Prime Minister Rajiv Gandhi was hit with an unloaded rifle by 
one of the presidential honor guards can be seen as a token of the people's and armed forces' 
anger against the agreement. An informant conveyed to me during an interview that this 
guard was seen almost as a national hero by the people for his "heroic act" when all the 
avenues to oppose the agreement had been put down by the government. 
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‘other ethnic groups” (Section 1.4). This clause was included as it seemed 
to satisfy all the groups who argued for the existence of a traditional Tamil 
homeland in the Northern and Eastern provinces. However, by not using 
the word homeland and stating that other ethnic groups, too, have lived 
there for more or less the same length of time as the Tamils, it attempted 
to satisfy the Sinhalese and Muslims who argue against a Tamil homeland. 
-By stating that the two provinces represent a historical habitation of the 
'Sri Lankan Tamil-speaking people and not simply Sri Lankan Tamils, the 
agreement attempted to satisfy the Muslims who speak Tamil as their 
mother tongue and who could also lay claim to certain parts of eastern Sri 
Lanka. ` 

One of the most important concessions to the Tamil separatists was the 
amalgamation of the Northern and Eastern provinces (Section 2.1), at least 
until the people in the Eastern Province decide in a referendum whether to 
continue to remain linked with the Northern Province (Section 2.3). The 
decision to hold a referendum was made mainly because of opposition 
‘from the Muslim, Sinhalese, and even some Tamils in the Eastern Province 
to the establishment of any kind of administrative or political links with 
the Northern Province. Tamils, particularly the separatists, have opposed 
the presence of Sri Lankan armed forces in Jaffna. The agreement, how- 
ever, enables the Sri Lankan government to "utilize for the purpose of law 
enforcement and maintenance of security in the Northern and Eastern 
provinces, the same organizations and mechanisms of government as are 
‘used in the rest of the country” (Section 2.10). 

Another interesting aspect of the agreement is related to language. The 
Tamils have long agitated for granting Tamil parity with the Sinhala lan- 
guage, while most Sinhalese have argued that Sinhala should be the only 
official language. The agreement attempts to mediate this conflict by a 
verbal sleight-of-hand. “The official language of Sri Lanka shall be 
Sinhala. Tamil and English will also be official languages" (Section 2.18). 
‘Clearly the message is that Sinhala is first among equals. 
` It is ironic, however, that neither the Tamil separatists nor any other 
Tamil political organization was a party to the agreement. The Tamil sep- 
aratists like the Sri Lankan government had no choice but to accept its 
‘terms, for the agreement stated that if they did not, military action would 
‘be taken against them. It circuitously also stated that such military action 
would be taken by India (Section 2.16 and Section 6 of Annexure to the 
agreement). 

Although not formally part of the agreement, the two letters exchanged 
between the leaders of the two countries is very much an implicit part of it. 
The real intentions of India surface only in this exchange of letters. India 
has, in effect, secured a guarantee from Sri Lanka that it will not, in its 
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foreign policy and practice, act against India's interests.!? For its part 
India has assured..Sri Lanka that it will “deport Sri Lankans who are 
found to be engaging in terrorist activities or advocating separatism or se- 
cessionism," and provide military supplies and training to Sri Lankan 
armed forces.1? 


Implementation of the Accord 

The guerrilla war launched by the separatists was not anticipated by the 
ordinary Tamils in the North; nevertheless they were expected to extend 
their support to the guerrillas in various ways. However, it is certain that 
the separatists, usually called the “boys” by the Tamils, won the heartiest 
support from the Tamils in their fight against the Sri Lankan army. The 
“boys” were heroes and their dead were martyrs of the Tamil nation. 

With the signing of the agreement, in the minds and hearts of the ordi- 
nary Tamils the great friend and guardian, India, had come to their rescue. 
The Sinhalese army would be sent back to the South, and the friendly 
Indian army would restore peace and normalcy in the North. or so they 
were told. There would be no more war in Jaffna and no more killings of 
young Tamil boys once the enemy had left. Jaffna began rejoicing after 
years of agony. The Indian troops were given a red carpet welcome with 
high expectations on the part of the Tamils for a return to the happy days 
of the pre-1977 era. The ordinary Tamils thought that India was unques- 
tionably a friend-in-need, as India projected itself and indeed acted as the 
savior of the Tamils in Sri Lanka. The city of Jaffna quickly became the 
hub of activity that it had formerly been, but this time it was not just 
military but also economic, social and cultural activity. The Tamils 
thanked India and asked India to do much more. However, the Indian 
army and the local citizens soon began to realize that they did not under- 
stand each other, because the Indian mission in Jaffna was not exactly 
what was expected by the Jaffna Tamils. 


12. Part 2 of the letter signed by Rajiv Gandhi read: "In this spirit, you had during the 
course of our discussion, agreed to meet some of India's conceras as follows: (i) Your Excel- 
lency and myself will reach an early understanding about the zelevance and employment of 
foreign military and intelligence personnel with a view to ensuring that such presences will 
not prejudice Indo-Sri Lankan relations. (ii) Trincomalee or any other ports in Sri Lanka will 
not be made available for military use by any country in a manner prejudicial to India's 
interests. (iii) The work of restoring and operating the Trincomalee oil tank farm will be 
undertaken as a joint venture between India and Sri Lanka. (iv) Sri Lanka's agreements with 
foreign broadcasting organizations will be reviewed to ensure that any facilities set up by 
them in Sri Lanka are used solely as public broadcasting facilities and not for any military or 
intelligence purposes." 

13. See Part 3(i) and (ii) of the letter signed by Rajiv Gandhi. 
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It is ironic but not surprising to observe that all the different players had 
competing and contrasting interests, hopes, and expectations. It was, 
therefore, next to impossible for the agreement to be implemented in such 
a way as to satisfy all parties and bring about even a fragile peace. The Sri 
Lankan government desperately wanted to put an end to Tamil separatism 
and become independent of any Indian influence in its internal or external 
affairs. The Indian government, on the other hand, wanted to exert pres- 
sure on Sri Lanka to align its foreign policy with that of India and also to 
silence the demand for a separate state by the Tamils in Sri Lanka. The 
Tamil separatists wanted nothing less than a separate Tamil state and to be 
free from India’s control. The ordinary Tamils, on the other hand, wanted 
to be left alone to restore the tranquility that they had lost several years 
earlier. Meanwhile, the large number of Indian soldiers who occupied the 
Jaffna peninsula were fully equipped for combat and ready to look after 
their own needs at any cost to peace or the sanctity of Tamil life and prop- 
erty. 

The sudden and massive shift of allegiance of the Tamil mass population 
in the North toward the Indian army from the “boys” irritated the latter 
in many ways. They felt that all the sacrifices they had made up until that 
point were of no value. They became alienated from their own people. It 
was a public humiliation to surrender their arms and accept the territorial 
integrity of the state of Sir Lanka, the very thing they had been fighting 
against for so long. Furthermore, they were not sure whether they would 
be successful in the election to be held in the near future. 

To maintain the sympathy of ordinary Tamils in Jaffna, the separatist 
guerrillas staged a show of surrendering arms. The Tamil people in the 
North rejoiced over this new development as they thought this would 
bring the long-awaited peace. However, when the separatists realized the 
real intentions of the Indian government, they refused to surrender any 
more arms. This was anticipated by both the Indian and Sri Lankan gov- 
ernments but not the ordinary Tamil people. 

The new strategy of the Tamil guerrillas was to win back the loyalty of 
the ordinary Tamil people and discredit the Indian troops. The separatists 
initiated several fights with the Indian troops and even took some of them 
hostage. The fact that some of the separatists sacrificed their lives was 
used to convince the Tamil people that the Indian forces were not in fact 
occupying their homeland in order to look after the welfare of the Tamils. 

The inability of the Indian forces to distinguish a Tamil guerrilla from 
an ordinary Tamil, their inexperience with the Sri Lankan landscape and 
urban guerrilla warfare, and also the language barrier increased the diffi- 
culties faced by the Indian troops while the separatist guerrillas benefited. 
A long civilian casualty list resulted from India's effort to fight the separat- 
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ists. In numerous cordon-and-search operations launched by the Indian 
troops, the Tamil population had to undergo many unforeseen hardships. 
The massive Jaffna operation took a heavy toll on civilian life and. prop- 
erty. - 

The Indian forces themselves also contributed to the casualties through 
their undisciplined behavior. This caused a significant shift in the ordinary 
Jaffna citizen’s allegiance back to the “boys.” The anger of the Jaffna 
Tamils with the Indian forces grew to the point that some actually praised 
the Sri Lankan armed forces. In the end a significant percentage of Tamil 
people did not accept the terms of the agreement.!4 This transformation 
of the attitudes of the Tamil people took place less than three months from 
the time the Indian forces arrived on the island in July 1987. The Guard- 
ian of July 29, 1988, explained this transformaticn vividly: “But within 
three months, the Indians had changed from garlanded heroes of the hour 
to the hated tormentors of the Tamil people they had come to rescue, as 
they too swept through Jaffna peninsula in an operation against the Tigers, 
which killed some 2,000 civilians, damaged 50,000 buildings, and sent 
200,000 refugees searching for shelter.” 

By discrediting the Indian troops, the separatists hoped to send them 
home and also attain another objective. They expected to instigate a series 
of protests in Tamil Nadu against New Delhi to force the latter to drop the 
Peace Accord if India did not concede some of the most fundamental de- 
mands of the separatists. However, a politically astute propaganda cam- 
paign staged by New Delhi praising the activities of the Indian troops, 
discrediting the Tamil guerrillas, and noting that some of the Indian 
soldiers getting killed in Sri Lanka were Tamils resulted in a large section 
of the Tamil Nadu population viewing the Tamils of Sri Lanka as politi- 
cally irrational and immature. The Tamils of Tamil Nadu criticized the 
Tamils of Sri Lanka for not agreeing to the Peace Accord and for turning 
their back on the Indian offer. Thus, there was little cause for the develop- 
ment of an anti-New Delhi protest in Tamil Nadu. 

The political calculations of the Tamil separatist guerrillas proved to be 
wrong and costly as well. Once New Delhi realized that the ball was in its 
court, it began to send more troops and establish its hold over both the 
separatist guerrillas and also civilian authorities in several areas both in- 
and outside the Jaffna peninsula. India also adopted the technique of di- 
vide and rule, which has been quite effective in suppressing the power of 
the separatist movement. Capitalizing on the ideological differences 


14. V. Prabhakaran, the leader of the Liberation Tigers of Tamil Eelam, “A Public State- 
ment Made on 5 August 1987” in Indo-Sri Lankan Peace Accerd, Logos 26:1, 3, and 4, De- 
cember 1987, p. 45. 
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among different guerrilla groups, India decided to help the less powerful 
guerrilla faction fight against the more powerful one, the Liberation Tigers 
of Tamil Eelam (LTTE) led by V. Prabhakaran. These intergroup clashes 
in turn legitimized the continued occupation of the North by the Indian 
troops. i 


Conclusion 

The. Tamils have come to realize that there is a significant difference be- 
' tween what they expected from India and what they obtained. The Indian 
troops have begun to face the same kind of problems that the Sri Lankan 
armed forces faced in Jaffna prior to July 1987, possibly in even greater 
magnitude. Indian troops are now seen as aliens and enemies trying to 
dominate the lives of the Tamils. The anti-Indian sentiment can best be 
seen from the Jaffna Tamils' reinterpretation of the IPKF (Indian Peace 
Keeping Force), as the acronym is now said to stand for “Innocent People 
, Killing Force." 

There have been several unintended consequences of the Indian action, 
and this article would not be complete without at least a brief comment on 
them. One can identify two very significant political developments. First, 
the Tamils in the North, who for almost a decade had fought for separa- 
tion from Sri Lanka, began to identify themselves again as Sri Lankans. 
The Indian intervention has recreated among the northern Tamils the idea 
that they belong to Sri Lanka. Thus, for the first time since independence, 

both Tamils and Sinhalese have come to share the same view with respect 
to a nationally important issue; both Sinhalese and Tamils oppose Indian 
military involvement in Sri Lanka, and “the Tamils and Sinhalese alike are 
today hanging black flags in protest at the accord."!5 
The second development is that the Tamils in Sri Lanka have come to 
, realize that the bond between them and the Tamils in Tamil Nadu was not 
as strong as they had previously assumed. Help did not come when it was 
: most needed. The Tamils in Sri Lanka felt that they were left stranded 
‘while their "long-trusted friend" (India), their “inseparable brother" 
(Tamil Nadu), and the “irrational government of the Sinhalese racists” all 
rallied against them. Although it continues to sympathize with the Tamils 
‘in Sri Lanka, Tamil Nadu has become increasingly skeptical of the pro- 
‘gram of the Tamil separatist guerrillas. Because the separatist guerrillas 
have taken the upper hand in Tamil politics in Sri Lanka, having virtually 
liquidated the democratic political parties, Tamil Nadu has exercised cau- 
tion in dealing with the separatists. 


15. The Guardian, July 29, 1988, p. 8. 
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. Since the agreement was signed, Tamil Nadu has gradually changed its 
supportive attitude and practices.toward the Tamil separatists as they con- 
tinue to resort to armed struggle. The people of Tamil Nadu have begun 
to think of themselves first and foremost as a part of India rather than as 
ethnic relatives of the Tamils in Sri Lanka. The Tamil separatists in Sri 
Lanka have unwillingly come to realize that Tamil Nadu must be viewed 
first as part of India and only second as an ethnic relative. Looking 
broadly at the geopolitics of the region, one can see that with the accept- 
ance of India as the undisputed regional power in South Asia by all states 
including the two superpowers, the Tamil separatists may be.unable to 
obtain any external support for some time to come. The time may have 
come for the Tamils in Sri Lanka to think long and hard about their next 
moves for they have engaged in a war that probably cannot be won. One 
and a half years after signing the Indo-Sri Lankan Peace Accord, the polit- 
ical evolution of the Tamils reveals that they have indeed thought long and 
hard. Violent politics appears to be diminishing, and democratic politics is 
back on the agenda. 

It has taken over one and a half years to implement the political 
promises of the Accord, the establishment of a single provincial council for 
the Northern and Eastern provinces and the holding of provincial council 
elections. Although the LTTE had vowed to disrupt the election and 
warned people not to vote, more than 60% of the electorate voted in the 
Eastern Province. The Indian army oversaw the conduct of the election. 
The EPRLF (Eelam People's Revolutionary Liberation Front), a guerrilla 
group two years ago but now considered by many Tamils as a puppet of 
India, was the only Tamil political party to field candidates. In the North- 
ern Province, a coalition of EPRLF and another group won all seats un- 
contested. They have selected Trincomalee to be the seat of the newly 
formed provincial government, although many Jaffna Tamils appear to be 
dissatisfied with this. With the formation of the provincial government by 
the EPRLF, the separatist demands seem to have disappeared from Tamil 
politics. l 

The new political situation emerging in the Tamil areas as a result of the 
implementation of the Indo-Sri Lankan Accord is significant in two ways. 
First, it has virtually eliminated the political dominance of traditional 
Tamil political elites who had always come from high castes. Second, it 
challenges the centuries-long dominance of Jaffna as the center of Tamil 
politics and culture, allowing the Tamils in the Eastern Province a greater 
voice. Interregional differences among the Tamils consequently are as- 
suming a renewed significance in Tamil politics. Thus, if India has found a 
friend in the EPRLF, it has alienated many Tamils as well. 
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In the presidential election held in December 1988, former UNP Prime 
Minister Premadasa was elected. Two of his campaign promises were to 
remove the Indian army from Sri Lanka and replace the Indo-Sri Lankan 
Peace Accord with a friendship treaty with India. However, the Indian 
government has made it amply clear that troops will be withdrawn only on 
its own terms. As to the peace treaty proposal, nothing much seems to 
have happened yet, but if it materializes, it will definitely open up a new 
chapter in Tamil politics in Sri Lanka. 

It is probably in the best interests of both the Tamils and Sinhalese that 
they should make a genuine effort to solve their problems without external 
support. Indian involvement may be inevitable, but it needs to be kept 
minimal. India has no doubt helped bring democracy back into the Tamil 
political agenda, but it has also got hold of the steering wheel of Tamil 
politics. Independent Tamil politics in Sri Lanka is a fact in history. Only 
events in the next few years will decide the future political course of the 
Tamils and of Sri Lanka itself. 





THE TEXTILE INDUSTRY IN MALAYSIA. 


Coping with Protectionism 


Sara U. Douglas 








The textile and apparel manufacturing sector has been 
an important and dynamic component of the economic growth achieved in 
recent years by newly industrialized countries (NICs) and others aspiring 
to that status. Part of the dynamism—which is not entirely. welcome to 
the industry—is provided by complex market regulation policies formu- 
lated and administered not only by international conventions and agencies 
but also. by importing nations. Of the latter, few have more vigorously 
restricted textile and apparel imports than the United States, and yet a 
substantial share of the U.S. market continues to be made up of products 
imported from Third World and NIC sources. Malaysia is one such 
source, and an examination of recent developments in the Malaysian tex- 
tile and apparel industry reveals resourceful and persistent participation in 
this trade. 

The Malaysian industry is small when compared to such major produ- 
cers in Asia as China, Hong Kong, Japan, Korea, and Taiwan. Yet tex- 
tiles has been targeted as a growth industry, and projections call for steady 
growth and recognition as a significant industrial group by 1990. More 
specifically, the Malaysian Industrial Master Plan urges improved product 
quality, maintenance of reasonable price levels, and expanded export- 
oriented marketing. Since most of the growth has been attributable to pro- 
duction for export, Malaysian manufacturers and officials are well aware 
of the economic implications of international trade policies and bilateral 
trade agreements. The trend toward protectionism in the United States, 
one of the five countries with which Malaysia has bilateral textile trade 
agreements, has been especially worrisome because nearly half of Malay- 
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sia’s textile exports go there. This article, based on data collected in Ma- 
laysia in 1986 and 1987, describes the processes of economic adjustment 
made by the Malaysian textile and apparel industries in response to world 
marketplace pressures and disturbances. 


The Global Context 


Less developed countries have a comparative advantage in such labor- 
intensive industries as apparel manufacture, but it is an obvious irony of 
economic growth that as such countries progress toward industrialization 
they lose the advantage provided by their once-inferior wage structure. 
Poorer countries, more hospitable to cost-conscious entrepreneurs, emerge 
as worthy competitors. This process first yielded a threat to U.S. cotton 
textile manufacturers in the early 1930s. The challenge emanated from 
Japan, and the response of American industry and government was to seek 
import relief via tariffs or quotas under Section 22 of the Agricultural Ad- 
justment Act, thus affirming the general policy of state intervention that 
has been pursued in subsequent decades. 

Such intervention by governments has been unique neither to the United 
States nor to the textile industry. It is noteworthy, however, that the gen- 
eral trend toward liberalization of trade policies associated with the Gen- 
eral Agreement on Tariffs and Trade (GATT) after World War II did not 
apply to textiles and apparel. In fact, these have been the only products to 
be exempted formally from GATT rules. The special status granted to 
textiles initially was based on the consideration that, with only minor ex- 
ceptions, it was the single major industry judged to be most seriously chal- 
lenged by low-cost imports. Moreover, as Keesing and Wolf have shown, 
the industry in all industrialized countries was large and well organized as 
a political pressure group with strong influence in key regions, whereas the 
countries negatively affected (apart from Japan) were developing countries 
that had little power and governments that were, at the time, not very 
interested.! A United Nations Conference on Trade and Development 
(ONCTAD) concluded in 1984: “The first challenge to the ability of the 
multilateral trading system to adapt to important shifts in international 
competitiveness and to entry of new competitors on the world market has 
come from [this] sector.’’2 


1. D. B. Keesing and M. Wolf, Textile Quotas Against Developing Countries (London: 
Trade Policy Research Centre, 1980), pp. 13-14. 

2. U.N. Conference on Trade and Development, International Trade in Textiles, with Spe- 
cial Reference to the Problems Faced by Developing Countries, Report by the UNCTAD Secre- 
tariat (New York: United Nations, 1984), p. 1. 
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Exemptions from GATT's rules started in 1961 with the Short-Term 
Arrangement on Cotton Textile Trade (STA), followed a year later by the 
Long-Term Arrangement (LTA). The STA provided that countries al- 
ready restricting imports of cotton textiles from low-wage countries would 
liberalize those restrictions, but in order to avoid market disruption in 
nonrestricting importing countries, the low-wage countries would agree to 
control exports as needed. The importing country was granted the right to 
impose unilateral restrictions if the exporting country did not. It was the 
STA in which the concept “market disruption," which has become funda- 
mental in textile trade, was first developed. Under the market disruption 
concept, restrictions can be placed upon imports that are viewed as having 
potential for injuring the domestic industry; such restrictions can be 
country-specific rather than on a most-favored-nation basis, and price dif- 
ferentials between domestic goods and imported goods of comparable 
quality can be used to determine the need for additional restrictions. The 
LTA, signed for a five-year term in 1962, also was limited to cotton and 
allowed quantitative restrictions against particular categories from particu- 
lar countries where market disruption or threat of disruption existed. Ac- 
tion under it could be unilateral or bilateral, and since it was an exception 
to GATT such action did not require trade compensation or retaliation. 
The LTA was renewed in 1967. 

Proponents of the STA and LTA argued that these policies would per- 
mit increased trade in cotton textiles gradually and in an orderly manner, 
thus relieving related economic and social costs to the importing countries. 
Although the STA and LTA were intended to be temporary measures, the 
Multifiber Arrangement (MFA) emerged out of them in 1974 and retained 
their objectives if not their concepts and criteria. Between the 1960s and 
1970s synthetic fibers captured a large part of the textile market, and the 
first MFA, modeled after the LTA, extended product coverage to include 
wool and manmade fibers. Trade in apparel, as opposed to textiles, started 
to escalate rapidly in the late 1950s. In the 1980s technology is developed 
to the point where wholesalers and retailers, as well as manufacturers 
themselves, can source clothing from foreign markets with relative ease, a 
fact which allows all to compete with domestic manufacturers. This devel- 
opment, as noted below, has complicated but not prevented implementa- 
tion of the fourth MFA protocol, which was negotiated in 1986 and which 
extends special trade rules to textiles until 1991. 

The three MFA protocols that succeeded the original have broadened 
that arrangement in both product and country coverage, and MFA rules 
have been applied to countries that are not MFA signatories. The Mul- 
tifiber Arrangement has been criticized as being discriminatory and lead- 
ing a trend toward bilateralism and unilateralism in trade relations, not 
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only in textiles and apparel but in other sectors as well. In spite of such 
complaints, delegates from 54 countries agreed upon and signed MFA IV. 
Although representatives from 20 exporting nations met well in advance of 
the formal negotiating sessions to discuss ways in which the MFA limited 
industry growth and to formulate means through which textile trade pol- 
icy could be liberalized, in the end only India and China expressed reserva- 
tions over a clause that expanded restrictions to cover additional vegetable 
fibers and silk blends. Malaysia’s representatives were among those ac- 
cepting the U.S. position in support of this provision. The signatories of 
MFA IV include eight major industrial nations: Austria, Canada, the Eu- 
ropean Community (EC), Finland, Japan, Sweden, Switzerland, and the 
United States. Japan and Switzerland, however, do not regulate textile 
trade through the MFA systems. Australia and New Zealand, two other 

. major industrial nations, are not MFA members. On the exporting side, 
most Asian countries except Taiwan are signatories. 

During the 1980s, textile trade has attracted increasing attention and 
become a somewhat more emotional issue in the United States. The surge 
of U.S. imports has cost thousands of jobs and billions of dollars of busi- 
ness. In 1987 American consumers continued to purchase imported prod- 
ucts at record levels despite merchandise price increases caused by the 
declining value of the dollar. U.S. Commerce Department statistics show 
that 1987 imports of cotton, wool, and manmade fiber textiles and apparel 
increased 2.3% in volume over 1986, marking the sixth consecutive year of 
record import levels and bringing the cumulative increase for the six-year 
period to 127%. The textile and apparel trade deficit was $24.8 billion, 
another record. Pressure for change has mounted accordingly during the 
1980s, with numerous coalitions aiming at such reforms as promotion of 
products made in the U.S., accelerated technological innovation, and—of 
particular interest in this study—substantial restrictions on imports. 

Protectionist fervor in the United States may have peaked in July and 
August 1986—July because of MFA negotiations, August because of a 
congressional effort to override President Reagan’s December 1985 veto of 
the Jenkins Bill to sharply restrict U.S. imports of textiles and apparel. 
The override vote in the House of Representatives sustained the veto by 
only eight votes. A revision of this bill, passed by Congress in September 
1988, also was vetoed. The congressional action followed the passage into 
law of an omnibus trade bill a month earlier that satisfied certain demands 
for trade reforms while omitting controversial protectionist features. 


3. Textile Hi-Lights (Washington, D.C.: American Textile Manufacturers’ Institute, 
March 1988), p. 111. 
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The level of protection provided by the United States to its textile com- 
plex is not unique; this sector today receives more systematic and persis- 
tent protection worldwide than any other. The types of protection vary 
greatly from country to country and include both quantitative restrictions 
(MFA and other) and tariffs. According to Cline, in the early 1980s the 
MFA covered approximately 1496 of the world textile trade and 4096 of 
apparel trade. Other bilateral or national quantitetive restrictions increase 
these percentages to some 60% and 65%, respectively. It is worth noting 
that some 43% of world trade in textiles and 35% in apparel are free from 
nontariff restrictions and that there appears to be a larger share of trade 
restrained by other quantitative restrictions than by the MFA. Also of 
importance is the fact that the developing countries utilize such protection 
to a large extent; according to Cline, about 31% of developing countries’ 
textile imports are subject to restraints and 13% of apparel imports.* 

Cross-national comparisons of protection levels are tenuous at best be- 
cause of the difficulty in measuring them. GATT figures, however, indi- 
cate that 1987 textile-apparel tariffs were higher in the U.S. than in Japan 
and the EC. U.S. tariff protection for apparel has remained (since about 
1962) relatively constant at 2596; the EC and Japan, however, reduced 
tariffs—now about 14926—following the Kennedy and Tokyo Round trade 
talks. All three areas reduced textile tariffs during this period, though they 
still remain higher than the manufacturing averages. In 1983 the EC 
adopted a more restrictive regime under the MFA; this, combined with 
Japan's continuing restrictions (primarily through voluntary restraint 
agreements with principal suppliers and the operations of the sogo- 
shoshas), may have balanced their tariff reductions. In the developing 
countries, a 1984 GATT survey indicated that the average tariffs on textile 
and apparel products in 21 major producing countries through the early 
1980s ranged from 25 to 75%. 

"Wolff et al. argue that the most liberal import regimes are maintained by 
those developed countries (including the U.S. and EC) that regulate im- 
ports pursuant to the MFA; that the most protectionist regimes are main- 
tained by the major developing countries; and that Japan, Australia, and 
New Zealand—developed countries that do not regulate through MFA 
systems—lie somewhere in the middle. While the debate will undoubt- 
edly continue, it is clear that achieving more liberal textile trade policies 
will be difficult, not only for the United States but for all countries. 


4. W. R. Cline, The Future of World Trade in Textiles and Apparel (Washington, D.C.: 
Institute for International Economics, 1987), pp. 156-58. 

5. A. W. Wolff, T. R. Howell, and W. A. Noellert, “The Reality of World Trade in Tex- 
tiles and Apparel," study prepared for the Fiber, Fabric, and Apparel Coalition for Trade, no 
date, p. 5. 
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The Malaysian Textile and 

Apparel Industry i 
One attribute affecting the ability of the Malaysian textile and apparel in- 
dustry to meet a variety of challenges, including American protectionism, 
is the industry’s relative youth and inexperience. The first weaving mill, 
which produced cotton gray goods for the domestic market, was estab- 
lished in Johore Baru in 1957. Garment manufacture began in the 1960s 
with simple nonfashion items such as knitwear and socks. Between 1963 
and 1968, the industry achieved notable annual growth rates of over 30% 
per annum primarily through import substitution and domestic market ex- 
pansion. By the late 1960s, given saturation of the domestic market, it 
was apparent that further expansion would require penetration of export 
markets. 

The structure of Malaysian manufacturing changed appreciably between 
1968 and 1978, partially due to supportive government policy. The Ma- 
laysian Industrial Development Authority (MIDA), an organization that 
began functioning in 1967 to promote, coordinate, and accelerate overall 
national industrialization, developed Malaysia's Industrial Master Plan as 
well as medium- and long-term plans for a number of Malaysian indus- 
tries, including textiles. The 1968 Investment Incentives Act also had a 
positive effect on a large number of industries. The 33.8% annual growth 
rate in textile exports achieved by Malaysia between 1970 and 1980 can be 
attributed in large measure to such efforts. As a percentage of total major 
manufactured goods, exports of textiles grew from 8.496 in 19707 to 
13.5% in 1987, a year in which the final figure was expected to exceed US 
$800 million? for the first time. Gross output of the industry in 1985 
prices grew from US$164 million in 1973 to US$804 million in 1984,? and 
industrial value added rose fairly steadily. By the end of 1987 the Indus- 
trial Master Plan put the industry sixth in the nation by output and value 
added. 

The status of the Malaysian textile and apparel industry is greatly af- 
fected by its diversity and attendant fragmentation. As principal statistics 
for the textile complex provided in Table 1 indicate, the two industry seg- 
ments differ in terms of production trends and other characteristics. The 
more capital-intensive textile sector includes such activities as polymeriza- 
tion (production of manmade fiber), spinning (both natural and manmade 


6. Fong Chan Onn, Technological Leap, Malaysian Industry in Transition (New York: 
Oxford University Press, 1986), p. 32. 

7. Ibid., p. 39. 

8. "Regional Notes: Malaysia," Textile Asia, February 1988, p. 112. 

9. Calculated from Department of Statistics, Malaysia Annual Statistics of External Trade 
1985 (Kuala Lumpur: National Printing Department, 1986), various pages. 
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fiber yarn), yarn texturizing, weaving and knitting of fabrics, finishing of 
yarn and fabrics, and the manufacture of made-up textile. goods except 
wearing apparel (e.g., laces, braids, cordage, rope, twine, carpets and rugs). 
In 1984 the textile sector produced 66% of total (textile and apparel) 
industry output and 64% of value added.!° Much of the material required 
for this sector is imported. Staple polyester fiber is produced in Malaysia 
on a limited basis. The major types of yarn produced are cotton, 
polyester/cotton blends, acrylic, and acrylic/wool blends. Yarn is sup- 
plied to other weavers, knitters, and threadmakers by some spinning mills; 
other companies are vertically integrated and consume the bulk of their 
yarn output. 

Major manufacturers in the apparel sector, which in 1984 accounted for 
34% of textile and apparel industrial output and 36% of value added,!! 
export nearly all of their output. Most knitting mills in Malaysia produce 
fabric and convert it to finished products. Almost without exception, for- 
eign buyers specify product features so Malaysian companies act as pro- 
duction units, often manufacturing on consignment. Among the 
recognizable large international textile companies with operations in Ma- 
laysia are Toray of Japan and Textile Alliance of Hong Kong producing 
yarn and woven fabrics, and Body Fashions of the Federal Republic of 
Germany producing garments. Some apparel manufacturers have licens- 
ing arrangements with various well-known companies such as Ralph 
Lauren, Christian Dior, Yves St. Laurent, Adidas, Nike, and Puma and 
currently are producing high value-added items. Licensing and other ar- 
rangements with multinational companies have enhanced the competitive- 
ness of Malaysia’s companies through improved technology and quality 
control. 

By the end of 1987, employment in the textile and apparel industry was 
ranked fourth by the Industrial Master Plan. The industry currently 
employs over 70,000 people and is projected as employing 116,200 by 
1995.12 As Table 1 shows, however, between 1981 and 1984 only the labor 
intensive apparel sector has increased its employment figures, while the 
textile sector has declined. Although it has been argued that the Malay- 
sian textile industry is competitive largely because of its low labor costs, 
Malaysian labor costs actually are quite high, especially when compared to 
Thailand, the Philippines, and Indonesia, neighboring countries with rap- 
idly increasing textile exports. It has been estimated that Malaysian labor 
‘costs, including various mandated payments made in addition to wages, 


10. Calculated from Department of Statistics, Survey of Manufacturing Industries (Kuala 
: Lumpur: National Printing Department, 1985). 
11. Ibid. 
12. "Regional Notes: Malaysia," Textile Asia, January 1988, p. 106. 
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are about four times those found in China, Indonesia, and Sri Lanka, two 
times those of Pakistan and Thailand,!? and about equal to wages paid in 
Korea and Taiwan. Malaysia’s competitiveness therefore cannot be attrib- 
uted to low labor costs, at least to the extent that such costs figure into 
reasons for rising exports in countries with much lower wages. Still, Ma- 
laysian industry leaders are concerned that investment might shift to Thai- 
land or Indonesia, where labor is comparably productive but less costly. 

Because industry costs have been rising rapidly since 1985, some manu- 
facturers, including the Pen-Group, Malaysia’s largest textile group, have 
frozen collective wage agreements. The labor movement in Malaysia is 
weak for several reasons, most of which have to do with the relationship of 
the state to labor.!^ Postindependence restrictions have included the 
Trade Union Act of 1959 (which grants the Registrar of Trade Unions 
power to determine the scope and functions of unions), the Industrial Re- 
lations Act of 1967 (which allows the labor minister to intervene in any 
labor dispute and subject the involved parties to final arbitration), and the 
Internal Security Act of 1961 (which provides for indefinite detention . 
without trial). More recently, admitting they want to assure a stable labor 
situation for foreign companies, government officials have tightened these 
policies!5 and instituted new ones under such rubrics as “Look East," “‘in- 
house unions,” “privatization,” and “Malaysia Incorporated."!6 

As is typical of this industry in most countries, the majority of firms are 
small. This at least partially explains the diverse statistics reported for the 
industry; some surveys only include companies that hire over a certain 
number of employees, others try to include even ell the small custom tai- 
loring and dressmaking shops. A MIDA survey reports that at the end of 
1983, 62.3% of firms surveyed hired fewer than 100 employees and ‘ac- 
counted for only 11.2% of total industry employment. Over 80% of total 
employment is attributed to the fewer but larger firms that have more than 
200 on their payrolls. Large firms are more characteristic of the textile 
sector, especially those that concentrate on yarn spinning and other activi- 
ties that require heavy capital investment. The smaller textile and apparel 
firms, which were especially hard hit by an economic slowdown between 
1984 and 1986, tend to produce for the domestic market, while larger firms 


13. Malaysian Industrial Development Authority and United Nations Industrial Develop- 
ment Organization, Medium and Long Term Industrial Master Plan, 2:12 (Kuala Lumpur: 
MIDA, 1985) p. 41. 

14. P. Ramasamy, "Trade Union Leadership in Malaysia: An Observation,” Solidarity, 
114 (September-October 1987), pp. 95-100. 

15. “Unions as Window Dressing,” Southeast Asia Chronicle 72 (April 1980), p. 12. 

16. Ramasamy, “Trade Union Leadership,” pp. 98-99, provides a complete account of 
these policies and their effect on labor. 
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are more export oriented. Many of the larger export-oriented textile mills 
and plants are located in the Free Trade Zones (FTZ) of Penang and Jo- 
hore and often are well financed, vertically integrated, relatively sophisti- 
cated’ in terms of technology, and closely linked to Japanese and Hong 
Kong conglomerates.!? 

` A recent study that compared technological level and productivity of 
the Malaysian fiber, fabric, and apparel sectors with their Japanese coun- 
terparts concluded that while the level of technology in the manufacture of 
manmade fibers is relatively high, this is not the case in the other, less 
productive sectors.!8 Nearly all the installed textile equipment in Malay- 
sia is imported from Japan, West Germany, the United Kingdom, Hong 
Kong, and Taiwan. A 1982 study reported approximately 450,000 spin- 
dies, 9,000 looms, 1,700 knitting machines, and 10,000 sewing machines 
operating in the country. During 1988 MIDA was in the process of pre- 
paring a report on the rationalization and modernization of the textile in- 
dustry, with special emphasis on its machinery. Several of the larger 
companies already have begun major efforts to adopt new technology. 
One of these, South Pacific Textile Industries in Johore, reports recent 
computerization of some operations, plus the addition of marking and 
grading equipment. 


International Trade 

The 1985 report prepared for the Malaysian government by MIDA in col- 
laboration with the United Nations Industrial Development Organization 
identified several problems currently facing the industry: (1) international 
trade restraints; (2) the need to rationalize and upgrade production facili- 
ties; (3) a lack of marketing capability in the industry, especially for over- 
seas sales; (4) lack of an indigenous technological base and consequent 
reliance on expatriates; (5) lack of complementarity between Free Trade 
Zone and Licensed Manufacturing Warehouse producers and Principal 
Customs Area producers; (6) industrial concentration in terms of geo- 
graphic location; (7) low productivity; (8) high labor costs; (9) insufficient 
supply of trained personnel at all levels; and (10) lack of applied research 
and development.!? While these issues are complex and interrelated, it is 
arguable that the first one listed is both most likely to have a clear and 
direct impact and least likely to be amenable to domestic reform. 

In current prices, both exports and imports of textile and apparel prod- 
ucts in Malaysia have been rising (Figures 1 and 2). The value of textile 


17. Malaysian Industrial Development Authority (unpublished data), January 1987. 
18. Fong, Technological Leap, pp. 78-110. 
19. MIDA, Medium and Long Term, pp. 32-43. 
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exports, primarily yarn and woven cotton and manmade fiber fabrics, has 
grown more slowly than that of apparel exports. Major imported items 
are yarn, woven and knitted fabrics, and made-up textile articles, supplied 
primarily by Japan, Taiwan, Hong Kong, China, Singapore, and Korea. 
In 1983 Malaysia moved from the net importer position it held through 
the 1970s to become a net exporter (Figure 3). Apparel exports contrib- 
uted most to this change. Because most of Malaysia’s imports come from 
East Asian nations, a large textile trade deficit continues to exist with this 
area. 

The direction of Malaysia’s textile export trade is highly concentrated; 
its major partners in 1987, accounting for about 65% of total textile ex- 
ports, were the U.S., the EC, and Canada. Because of this concentration, 
the threat posed by increasing protectionist sentiment is of great concern 
to Malaysia. Imports into Malaysia generally have few restrictions, 
though some tariff, license, and quota restrictions have been established to 
protect locally produced goods. Government policy has attempted to di- 
rect export expansion away from primary industry products to more tech- 
nologically advanced products that have higher unit values. Since 1971 
petroleum refining, palm oil refining, and electronic components have 
gradually gained on the rubber, tin, and timber exports that previously 
dominated Malaysia's export base. The Fifth Malaysia Plan (1986-1990) 
places heavy emphasis on the manufacturing sector of the economy. In 
addition to a continuing boost for private-sector development of resource- 
based industries (e.g., oils and fats, petroleum products, nonferrous metal 
industries, processed foods, sawmill and wood products) and certain heavy 
industries, efforts are being made to upgrade the development of small- 
scale industries and to modernize and rationalize existing ones. The In- 
dustrial Master Plan suggests that the textile industry should place empha- 
sis on the apparel sector because of its relatively modest investment 
requirements compared to the textile sector. Productivity and technology 
absorptive capability should be increased, medium to high value-added 
products should be emphasized, and export potential should be expanded. 
Further, as a direct means of achieving the latter, the Master Plan explic- 
itly commits the government to seeking higher quotas for Malaysian ex- 
ports. 

The Ministry of Trade and Industry has primary responsibility for im- 
port and export control, external trade promotion, and international nego- 
tiations—including those under the auspices of UNCTAD and GATT. 
The Textiles Section of the Ministry is responsible for overseeing the 
growth and development of Malaysia’s export trade in textiles, and officials 
in this section understand or at least claim that their role is not to suggest 
export strategy to manufacturers but rather to keep manufacturers in- 
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formed so they can plan their own strategy.?? In reality, of course, com- 
munication between government and industry is a critical and sensitive 
process. The main institutional attempt to facilitate that communication is 
represented by the Malaysian Textile Manufacturers' Association estab- 
lished in 1973. 

By the mid-1980s the need for concerted and effective policy making 
was becoming more apparent. On the one hand textiles and apparel con- 
tinued to exhibit a high degree of entrepreneurial activity. By 1985 the 
industry was contributing 10.3% of total manufacturing exports, and the 
trend continued upward. On the other hand foreign competition remained 
intense, a global economic slowdown loomed in the background, and an 
intensification of U.S. protectionist measures seemed imminent. The latter 
prospect was especially disturbing because in 1986, for example, Malaysia 
shipped 41.7% of its combined textile and apparel exports to the United 
States.?! According to U.S. Department of Conrmerce statistics, Malay- 
sian textile trade with the U.S. increased 62% between 1984 and 1985. In 
the following year the increase was only 26%, but even that figure was well 
in excess of the 17% world growth in textile trade in 1986 and was consid- 
ered unacceptable from the U.S. point of view.?? The fact that Malaysia 
was importing significant quantities in this sector (approximately US$370 
million in 1985) scarcely entered into the equation because only a small 
fraction of these imports originated in the United States. 


Malaysia's Response to U.S. Trade 

Policies and Practice 
Continued belief that manufacturing provides Malaysia's best base for 
growth, combined with alarm at the sharp fall in that sector's growth dur- 
ing the 1980s, led Prime Minister Datuk Seri Dr. Mahathir Mohamad to 
announce in October 1986 more liberal policies in Malaysia's regulations 
relating to new foreign investment. Companies :hat export more than 
50% of their products, including those that sell 50% of their output to 
companies in the FTZs, can be wholly owned by foreigners. If 80% or 
more of a company's products are exported, foreign investors can hold up 
to 100% equity even if the products compete. with those currently being 
manufactured in Malaysia for the domestic market. Allowable levels of 
foreign equity also are dependent on such other :actors as number and 


20. Ministry of Trade and Industry, International Trade Division (personal interview, Oc- 
tober 4, 1986). 

21. "Regional Notes: Malaysia," Textile Asia, November 1987, p. 66. 

22. Data provided in personal interviews with officials, Econcmics Section, U.S. Embassy, 
Malaysia, May 1987. 
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ethnicity of employees, technology, size of investment, location, value ad- 
ded, and utilization of local raw materials and components.?? 

With external demand increasing at a rate that more than offset sluggish 
domestic consumption of textiles and apparel, and exports to the U.S. up 
significantly, 1986 looked encouraging at midyear. This outlook was tem- 
pered however, by three factors. One was the renegotiation of the 
Mulitifiber Arrangement that was scheduled to expire in July 1986, another 
was the scheduled congressional vote on the attempt to override President 
Reagan's veto of the highly protectionist Jenkins Bill, and the third was 
the increasing number of “conference calls" the Malaysian government 
was getting from the United States. 

Without the MFA, countries that are small producers (but not the low- 
est price producers, such as Malaysia) would have difficulty penetrating 
world markets. In general, MFA IV offers Malaysia few problems, al- 
lowing it and similar textile producers to maintain exports at recent levels. 
The annual allowable growth rate of Malaysian textile imports into the 
U.S. is set at 626, though provisions for flexibility could result in a figure as 
high as 28% in a given year.?* Moreover, extension of coverage from cot- 
ton, wool, and synthetics to major vegetable fibers (such as linen and 
ramie) and silk blends will not affect Malaysia in the short term. Within 
the United States, the MFA IV modifications that extended fiber coverage 
and strengthened the anti-surge clause (preventing unexpected floods of 
imports that importing countries consider destabilizing to their textile in- 
dustries) were provisions needed to placate domestic industry leaders, and 
they probably affected the outcome of the Jenkins Bill override vote. That 
vote, which came less than a month after MFA IV was negotiated, caused 
more concern in Malaysia. Articles in the Malaysian press that appeared 
in July and were headlined as MFA stories actually focused on the Jenkins 
Bill. Television news in Kuala Lumpur on August 7 covered the Jenkins 
Bill vote, but a month earlier it had been difficult to find out what had 
happened to the MFA—even in newspapers. Had the Jenkins Bill passed, 
it would have curbed textile and apparel exports to the U.S. from twelve 
countries, most of them in Asia, but none of which was Malaysia. Taiwan, 
Hong Kong, and South Korea would have been hardest hit with export 
cuts of between 14 and 3046. 

In retrospect then, the MFA negotiations and the Jenkins Bill debate 
assumed for the Malaysian textile and apparel industry more ominous pro- 
portions than their outcomes warranted. The U.S.-Malaysia bilateral 


23. Malaysia—Investment in the Manufacturing Sector, second edition (Kuala Lumpur: 
MIDA, 1987). 

24. Fairchild's Textile and Apparel Financial Directory (New York: Fairchild Publica- 
tions, 1987). 
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trade agreement on textiles was, on the other hand, less a symbolic threat 
and more of a concrete impediment to Malaysian exports. The current 
bilateral agreement between Malaysia and the United States is a five-year 
agreement signed in 1985 and amended in 1987. It originally set quotas 
for 20 categories and 30 have been added. Of the total, 34 are apparel 
items and 16 are textile items. The agreement allows for the following 
flexibility adjustments, with specified limits: swing (quota substitution 
among various categories); carryover (one year's unused ceiling utilized 
during the subsequent year); and carryforward (borrowing quota from 
next year's ceiling to apply to the present year). Quotas that are set after a 
bilateral agreement has been signed are negotiated through conference 
calls, procedures for which also are specified. Conference calls, allowed by 
the MFA in order to prevent market disruption or threatened disruption 
to the importing countries, have proven to be Malaysia's major problem 
with the MFA and the United States. 

In the event that U.S. officials believe that any textile product from Ma- 
laysia is causing market disruption or risk of market disruption, the U.S. 
government may request consultations with the Malaysian government to 
try to reach a mutual agreement on the problem. The U.S. must demon- 
strate the existence of real risk of disruption and the role played by exports 
from Malaysia in that disruption. The consultation period is 90 days, un- 
less extended by mutual agreement. During that period Malaysia agrees to 
hold its textile shipments to the U.S. to a specified level (i.e., no more than 
3596 of the amount exported in the first twelve of the last fourteen 
months). If no agreement is reached, the U.S. can, subject to some qualifi- 
cations, establish the limits unilaterally. Officials in the Textile Section of 
the Ministry of Trade and Industry had, until mid-1987, two major com- 
plaints with this process: one was that the U.S. was utilizing its call option 
far too often, and the other that the calls came unexpectedly—often at low 
levels in terms of percent of category filled—anc quick compliance was 
expected. That is, upon receipt of a call the Ministry was to call in all 
those who export in the specified category and tell them to hold their ship- 
ments until mutual accord was reached. As of July 1, 1986, according to 
Ministry officials, the U.S. had called on 20 categories; three months later 
that number had risen to 49. Obviously this rate of calling is burdensome 
to government and industry alike, and it introduces uncertainty—if not 
what in the U.S. would be called "disruption"—into the industry and 
reduces manufacturers' ability to plan ahead. 

Calls are determined at monthly meetings between the U.S. Trade Rep- 
resentative (USTR) and the Committee for the Implementation of Textile 
Agreements (CITA), composed of representatives of the U.S. Departments 
of State, Labor, Agriculture, and Treasury and ithe USTR's office, and 
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chaired by the deputy assistant secretary of commerce. U.S. embassy offi- 
cials admitted to frequent calling at low levels during the period mentioned 
above, although they emphasized they must have good data to support any 
calls that are made. Moreover, they cited a particular justification for the 
use of frequent, low-level calls in Malaysia: the United States wanted to 
convince Malaysia of the wisdom of using aggregate or comprehensive 
quotas, a system that would impose more restrictions on Malaysian ex- 
ports but which would make conference calls a much less likely occur- 
rence. 

In April 1987 Malaysia and the U.S. reached agreement on various 

, amendments to their bilateral agreement and extended it to 1991. It was 
agreed that comprehensive quotas would be set for all textile and apparel 
categories not already under quota limits. Two groups of textile/apparel 
categories now exist: Group I, composed of capped categories—all those 
with specified limits or quotas; and Group II, consisting of the uncon- 
trolled categories now included in the comprehensive limit. Individual 
categories in Group II do not have any designated restraints as they do in 
certain other countries such as Singapore. Fibers newly covered in MFA 
IV (the ramie, linen, and silk blends) are now included in the agreement, 
and items made of these fibers appear in both Groups I and II. Malaysia 
expected this proposal of comprehensive limits from the U.S. and accepted 
it, though it offers few advantages for Malaysia and clearly does not 
achieve the reduced restrictions sought in the Industrial Master Plan. 
However, the reduced likelihood of calls seemed likely to stabilize export 
prospects at least for the more competitive Malaysian firms. Access to the 
U.S. market was assured, and expansion up to a reasonable share of the 
aggregate quota was a realistic basis for planning. Unfortunately, how- 
ever, planning has been complicated to some extent by the U.S. adoption 
of the Harmonized Commodity Code, part of the omnibus trade bill signed 
into law in August 1988 and implemented in January 1989. While not an 
unexpected development, it will necessitate restructuring of trade catego- 
ries, and for Malaysian authorities and manufacturers it raises the prospect 
of some confusing quota adjustments. 

In addition to multilateral and bilateral negotiations that have affected 
Malaysia's textile trade environment, certain unilateral measures taken by 
the United States also have had some effect. For example, in 1985 the U.S. 
Customs Service changed its requirements regarding country-of-origin la- 
beling for textile and apparel imports because of the growing trade in these 
goods processed in more than one country. Fibers, for example, may be 
produced, spun, and woven into fabric in one country, and that fabric may 
be finished, cut, and sewn into apparel in another; yet each article must be 
deemed the product of only one country and counted against that coun- 


432 ASIAN SURVEY, VOL. XXIX, NO. 4, APRIL 1989 


try's quota allowance if one has been set for the category. This rule-of- 
origin revision was intended primarily to eliminate quota avoidance 
through multicountry manufacture of textile products.2> It was also in 
1985 that the Department of Commerce charged that the Malaysian gov- 
ernment—as well as the governments of a number of other textile export- 
ing countries—was subsidizing its textile industry. But subsequent 
investigations indicated that industry subsidies in Malaysia were minimal; 
had they shown otherwise, countervailing duties against Malaysia could 
have been applied. In many respects, this avoidence of what would have 
been a punitive U.S. reaction is characteristic of Malaysia's tenacity, or at 
least survival, as a partner in trade with the United States. 

In comparison to world leaders in the textile/apparel trade, Malaysia 
plays only a small part (Table 2). Even among neighbors, the value of 
Malaysia's trade lags behind that of Singapore, Thailand, and Indonesia. 
Because textile trade plays such a primary role in the economies of each of . 
these ASEAN member nations, however, the competition among them for 
market share is strong. Moreover, the fact that the global growth rate of 
textile consumption is declining will undoubtedly make the situation even 
more difficult. As John Coker, a former EC textile trade negotiator, ob- 
served, “countries like Malaysia, Thailand, Indonesia and the Philippines 
don't realize how vulnerable they are. ... They are still looking for sub- 
stantial expansion but it could well be at each other's expense.”26 

The Malaysian industry has been built around gradual adjustment to 
international and domestic policy, and textile quotas, allowed under the 
LTA and the MFA, have not been an unmitigated evil. They have pro- 
vided certainty of market access up to agreed limits for exports. Malaysia 
has been able to allow its exports to expand as quickly as possible in cate- 
gories not restricted by quotas; if and when quotas are imposed on these 
categories, the level of exports forms the base levei for the new quotas. In 
contrast, exports of other products, i.e., those not covered by an agreement 
like the MFA, are potentially threatened by voluntary restrictions or or- 
derly marketing arrangements that are not covered by international rules. 
Quotas encourage both product diversification into nonquota categories 
and production of higher quality, higher priced products in quota catego- 
ries. Another consequence of the textile quota system that has benefited 
some exporting countries is the geographical dispersion necessitated when 
restrictions cause the industry in one country to expand or relocate to 
others that have fewer restrictions. Malaysia's industry, for example, was 


25. An interesting account of problems this rule revision caused in Hong Kong is in James 
Lardner, "Annals of Business: Global Clothing Industry—Part 1," New Yorker, January 11, 
1988, p. 60. i 

26. M. Subhan, “Where Growth Fails. . ..” Textile Asia, May 1987, p. 22. 
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developed partly as a consequence of quotas imposed upon Hong Kong 
and the ability of the Hong Kong industry to expand. In fact, in ways 
unforeseen by U.S. interests and policy makers, the quota system provided 
some of the stimulus for Hong Kong’s attainment in the 1970s of world 
preeminence in apparel exporting.?7 When the industry spilled over into 
Malaysia, quotas inevitably followed; and the process was repeated 
through subsequent expansion to such countries as Sri Lanka, Bangladesh, 
and, more recently, Caribbean nations such as Jamaica and Puerto Rico. 

These more or less global adjustments in production and marketing pro- 

‘vide the backdrop to the more specific challenges that the quota system 
creates for Malaysia. Quotas imposed upon Malaysia under its bilateral 
‘trade agreements are allocated to manufacturers by the Ministry of Trade 
.and Industry.?® The allocations are based on past performance of manu- 
.facturers, although this criterion may leave room for disagreements and 
allegations of favoritism. In an effort to minimize the latter, the Ministry 
has established a working group composed of three representatives from 
industry and three from government to advise on allocation policy and 
guidelines. But the Ministry retains control over final decisions and, un- 
like the practice in Hong Kong where manufacturers may sell their unused 
allocations directly to other firms, requires that unused allocations be re- 
turned to the Ministry. Ministry officials review manufacturers twice a 
‘year to evaluate their quota usage and future prospects. Those having 
used more than 40% of their quota during the last allocation period are 
_ eligible for a portion of any quota increase allowed by importing countries. 
Decisions about new entrants or companies that have recently expanded 
into quota areas are made on an ad hoc basis. 

In view of the inevitably cumbersome nature of quota administration, 
one measure of an exporting country’s ability to cope is the extent to which 
it fills quota levels. In general, Malaysia has performed well in this regard. 
In 1986 quotas on manmade fiber yarns, cotton and synthetic nonknit 
shirts, cotton and wool sweaters, cotton trousers, and manmade fiber 
dresses and gloves were almost entirely filled. Administrative hassles and 
difficulty in filling quotas are not the only characteristic drawbacks of the 
quota system. Overall, some benefits accrue to exporting countries, as sug- 


27. D. Birnbaum, "How Hong Kong Beat the Textile Quotas,” The Wall Street Journal, 
January 5, 1987, p. 13. 

28. It is the U.S. diplomatic position that quotas are not imposed by the importing country 
and cannot be imposed because this would be in violation of GATT, but are settled by mutual 
consent through bilateral trade agreements. However, for the exporting country, the alterna- 
tive to consent is cessation of trade altogether. 

29. Keesing and Wolf, Textile Quotas, pp. 128-29. 
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TABLE 2 Malaysia’s Relationship to the World's Leading Exporters and Importers of 
Textiles and Apparel, 1979 and 1985 (in US$billion and percentage shares) 


1979 1985 1979 1985 
World Trade in Textiles $49.6 $55.4 World Trade in Apparel $34.3 $49.2 
Exporters: Exporters: 
Germany, Fed. Rep. 6.0 60 Hong Kong 42 6.7 
Japan 4.0 49 Italy 44 54 
Italy 42 4.7 Korea, Rep. of 2.9 4.5 
China 23 3.6 Taiwan 1.8 3.5 
Hong Kong 14 3.0 China 1.4 3.2 
Belgium-Luxembourg 3.2 3.0 Germany, Fed. Rep. 2.6 2.9 
France 3.2 2.9 France 20 . 2.0 
Korea, Rep. of 1.8 2.5 United Kingdom 1.6 1.5 
Taiwan 1.6 2.5 Turkey 0.1 1.3* 
United States 32 24 United States 1.0 0.7 
Percentage share of the Percentage share of the 
ten in world exports: 62% 64% ten in world exports: 64% 64% 
Malaysia $0.1 — $02* Malaysia $0.1 $0.3* 
Importers: Importers: 
United States 23 5.0 United States 6.1 16.2 
Germany, Fed. Rep. 64 5.0 Germany, Fed. Rep. 73 7.1 
Hong Kong 24 4.3 France 22 2.7 
United Kingdom 3.6 3.9 United Kingdom 2.5 2.7 
France 3.8 34 USSR 1.9 2.6 
China 0.4 2.8 Netherlands 2.7 2.1 
Italy 2.3 2.5 Japan 1.8 2.0 
Japan 2.0 19 Hong Kong 0.4 1.7 
Netherlands 24 18 Switzerland 1.3 1.5 
Belgium-Luxembourg 2.1 1.7  Belgium-Luxembourg 1.6 1.3 
Percentage share of the Percentage share of the 
ten in world exports; 55% 58% ten in world exports: 81% 81% 
Malaysia $0.2 $0.3° Malaysia : $0.00 — $0.05 


SOURCE: General Agreement on Tariffs and Trade, International Trade 1985-86, Tables 
11.18 (p. 54) and 11.20 (p. 59) (Geneva: GATT, 1986). 

21984 

"Malaysia, Department of Statistics, Annual Statistics of External Trade, 1985 (Kuala 
Lumpur: National Printing Department, 1986). 


gested above. But the disadvantages are substantial, as summarized by 
Keesing and Wolf: 


(i) In the process of capturing windfall gains from export licensing the industry 
becomes cartelized to the possible detriment of the local consumer; 
(ii) businesses are encouraged to divest some of their efforts into what econo- 
mists call “rent-seeking activities" including, perhaps, subterfuges and illegal 
transactions; (iii) the distribution of income is almost certainly shifted in favor 
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of businessmen holding quotas and, last but not least, (iv) the quota allocation 
process may prove socially divisive and inequitable.29 


From most available accounts of the direction in which the Malaysian 
economy is moving, these problems already exist in various stages. The 
necessity of coping with quotas simply serves to aggravate them. Govern- 
ment management of the economy has spun off so many scandals in recent 
years that a considerable act of faith is required to imagine that the quota 
allocation process simply involves the impartial application of equitable 
guidelines. Moreover, the New Economic Policy (NEP), launched in 
1970, introduces Malaysia’s unique communal equation into the state’s 
economic decision making. 

The goal of NEP is to move Malaysia toward greater national unity by 
eliminating the correlation between ethnic identity on the one hand and 
economic role and status on the other. Definite progress has been made in 
terms of restructuring the society, and Malaysian ownership and control of 
the corporate sector has increased in the last eighteen years. The Malays 
and indigenous peoples of Sabah and Sarawak who form the bumiputera 
majority in the population (about 59%) increased their share in the corpo- 
rate sector from 4% in 1971 to 18% by the end of 1985. (NEP’s goal at 
the outset was to increase bumiputera share to 30% by 1990.) Other 
Malaysians increased their share from 34 to 57% during the same period. 
At the same time, the share of foreign interest declined from 62% in 1971 
to 26% in 1985; in absolute terms, however, the total share capital of for- 
eign interest increased from about US$1.4 billion in 1971 to US$8.02 bil- 
lion in 1985.9 At the end of 1985 Japanese investment in textile 
companies in Malaysia was highest, followed by Singapore, Hong Kong, 
and the United Kingdom.?! 

In spite of such progress toward NEP goals, the Industrial Master Plan 
received a great deal of criticism as Malaysia’s economy lagged in 1986. In 
response, Malaysian leaders claimed the manufacturing emphasis had, 
from necessity, been shifted to an emphasis on growth. Such shifts affect 
the textile industry directly, for it is clear that the Malaysian government’s 
approach to direction and regulation of the industry is guided by the NEP 
with its concern for ethnicity, wealth, and jobs. There has been friction in 
the past between the (largely Chinese-owned and managed) textile business 
sector and the (primarily bumiputera) government sector. It seems to sur- 
face in less well-developed policy areas, such as quota allocation. 


30. Fifth Malaysia Plan 1986-1990 (Kuala Lumpur: National Printing Department, 
1986), p. 9. 
31. MIDA, unpublished data, January 1987. 
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One way to avoid problems generated by the quota system is to avoid 
the system. Consistent with the global pattern of industrial textile devel- 
opment in the few categories that remain exempt from quotas, Malaysian 
officials and entrepreneurs are giving special attention to pure silk, hand- 
loomed cottage industry fabrics and traditional handicraft textile products. 
The most outstanding example of Malaysia's new silk industries can be 
found in the state of Terengganu where Permint Suterasemai Sdn. Berhad 
is not only producing finished silk pieces with batik designs targeted at the 
international high fashion market, but is producing increasing amounts of 
its silk fabric on its own farm. This company is young and still undergoing 
a variety of financial and production problems, but it has proven that seri- 
culture in Malaysia is possible and it already has broken into the U.S. and 
British markets. A similar venture is underway in the East Malaysian 
state of Sarawak. 

Handicrafts have been actively and successfully promoted by the Malay- 
sian Handicraft Development Corporation under the Ministry of National 
and Rural Development. Its purpose is to stimulate, encourage, and pro- 
mote traditional skills and handicrafts into commercially viable concerns 
and small-scale industries. Malaysia's contemporary batik designs do not 
compete with Indonesia's more traditional output and are being used by 
international fashion designers as well as those in Malaysia. The silk and 
handicraft ventures currently are government undertakings, but if they 
succeed Malaysia presumably will try to privatize them as is being done 
with other government-owned enterprises.?? 


Conclusions 

Under the circumstances outlined above, it seems clear that while the U.S. 
effort to contain trade-induced disruption in U.S. industry is a source of 
problems for Malaysia, the Malaysian textile and apparel industry is, for 
the time being, both surviving and demonstrating considerable vigor. Be- 
tween 1970 and the mid-1980s, the number of textile and apparel establish- 
ments almost tripled, output value increased by a factor of fourteen, and 
value added is about fifteen times what it was. Despite a couple of down- 
turns in those years, it can hardly be denied that the industry has adjusted 
well. Can it reasonably be expected to continue to do so? 


32. Although Malaysian government policy has been to privatize publicly owned and man- 
aged industries, utilities, and services in order to improve productivity and efficiency, move- 
ment in this direction has not been achieved to any significant extent. For a more complete 
discussion of the privatization policy, see John Gullick and Bruce Gale, Malaysia: Its Polit- 
ical and Economic Development (Kuala Lumpur: Pelanduk Publications, 1986), pp. 259-63. 
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, The Malaysian press in 1987 warned the textile industry that aggressive 
marketing was needed in order to continue growth.?? As in all industries, 
the issues of technology, size and scale of production, productivity, auto- 
mation, and modernization will be more or less continuously troublesome. 
Equipment is outdated, there is a shortage of professional personnel, and 
while the industry is good at contract work, it lags in developing and mar- 
keting its own products and brand names. Most manufacturers have lim- 
ited financial resources and technical competency. It is especially difficult 
for the many small- and medium-sized manufacturers to be innovative 
with product development, to promote and market their own products, 
and to engage in research and development; and most manufacturers in 
this industry are small. The Fifth Malaysia Plan states that the manufac- 
turing sector is expected to continue to be an important means of creating 
the opportunities required to attain NEP objectives. To this end, the gov- 
ernment promises to improve incentives to export and to intensify export 
promotion efforts. In order to increase marketing capabilities, more joint 
ventures are envisioned in the hope that outside expertise will assist and, in 
addition, provide access to technology and research and development. 
Also, given the concentrated nature of Malaysia's trade, protectionism, 
and a sluggish domestic market, it is evident that new markets need to be 
developed. The industry already is moving in that direction with markets 
targeted in Japan, New Zealand, and the nonquota West Asian coun- 
tries.?4 

All of these problems, and most of the proposed solutions, are assuming 
proportions beyond the reach of manufacturers and the entire public sec- 
tor. In spite of their expressed preference for a free enterprise economy, 
Malaysian authorities, for a wide range of reasons, have found it appropri- 
ate to intervene and, essentially, manage many aspects of textile and ap- 
parel production and trade. Their ability to do this successfully is limited 
by a number of factors, not the least of which, in the case of trade with the 
United States, is the quota system. Yet the quota system virtually requires 
that the state exercise a heavy hand in industry decision making. Negotia- 
tion, interpretation, and application, of agreements—including most re- 
cently the 1987 amendment to the U.S.-Malaysian bilateral agreement as 
affected by the 1988 adoption by the U.S. of the Harmonized Commodity 
Code classification system—are by definition governmental functions. 
Ironically, this effect is a direct consequence of U.S. policy formulated and 
carried out by an administration fixated, at least rhetorically, on export of 
the free enterprise ideology. Contrary to that ideology, the quota system 


33. "Shine in Apparel," New Straits Times, April 30, 1987, p. 8. 
34. “Regional Notes: Malaysia," Textile Asia, October 1987, p. 100. 
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obviously pushes governments in exporting countries in the direction of 
greater industry regulation, intervention, and centralized coordination. 
Malaysian textile and apparel manufacturers have adjusted to these condi- 
tions, and in limited respects may even have benefited from some aspects 
of quota policy. In the process, however, their dependency on Malaysian 
government policies and programs and, indirectly, on U.S. government ac- 
tions has undermined their ability to develop stable business operations. 
and plans. 





CONTEMPORARY POLITICS OF 
ENVIRONMENT IN THAILAND 





Philip Hirsch and Larry Lohmann 


Background 

A casual reader of the Thai press will have noticed 
that environmental issues have become important to a variety of groups in 
recent years, including farmers, urban dwellers, the liberal intelligentsia, 
and the country’s ruling elite. This reflects related trends concerning deg- 
radation of the environment itself, the response of these different groups to 
those trends, and the nature of political conflict and debate in Thailand. 
In particular, heightened interest in the environment coincides with an in- 
creasing integration of rural populations into mainstream political dis- 
course. 

The majority of Thais live in rural areas and depend on rural liveli- 
hoods. They have been drawn into political conflict over the environment 
by the mounting pressure that modernization exerts on the sources of their 
sustenance. In the North, for example, logging and encroachment into 
upland forests has motivated farmers to take action to protect the water- 
sheds that feed their fields. Farmers’ protests against timber-cutting in 
more than ten provinces in the North and elsewhere were important com- 
ponents of the rising environmentalist pressure that resulted in the cabi- 
net’s drafting royal decrees banning all logging nationwide on January 10, 
1989. Two other factors were also significant in convincing the govern- 
ment to take this remarkable step against the politically powerful local 
logging companies. One—certainly the most significant—was the public 
shock that followed the deaths of several hundred villagers in deforesta- 
tion-related mudslides in southern Thailand in November 1988. The sec- 


/,0/ Philip Hirsch is Lecturer in Geography at the University of Sydney, 
and Larry Lohmann is on the staff of the Project for Ecological Recovery, Bangkok. The 
authors wish to thank Robert Cribb and an anonymous reader for helpful comments on an 
earlier draft of this article. The Sydney University Research Grants Committee provided 
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ond was a campaign by conservationists and others opposing an 
unexpected December 1987 ruling by the Judicial Council that logging in 
old concessions in wildlife sanctuaries was permissible. 

In the South, the expansion of large-scale fisheries has provoked defen- 
sive reactions both from smaller-scale fishermen and from tourism inter- 
ests who want to protect coral reefs, pure water, and the unspoiled image 
of local islands. Industrial development has also provoked a reaction both 
from those concerned about their tourism livelihood and from those whose 
water sources are threatened by factory effluents or the effects of im- 
pounding water behind hydroelectric dams.! In the Northeast and else- 
where, poor villagers are finding that they are being challenged by the 
more powerful forces of government and industry for the use of previously 
unclaimed frontier or “waste” forest land that in former times had served 
as a subsistence guarantee and a safety valve in times of economic or polit- 
ical difficulty. 

As competition over the use of hitherto unclaimed or marginal resources 
accelerates and threatens their degradation, resources with a longer history 
of exploitation are also being squeezed by the more intensive forms of agri- 
culture that have been adopted in recent decades. The pressure on villag- 
ers to push the land beyond its natural sustainable carrying capacity for 
the sake of greater market production has resulted in an exceptionally 
rapid expansion of land under cultivation and in misuse of fertilizer, pesti- 
cides, and monocrop agriculture. This has had cumulative degrading ef- 
fects on human health, forestry, and long-term viability of soil and 
fisheries. More than one-quarter of Thailand's land is affected by severe or 
very severe soil erosion.? Poorer villagers' subsistence guarantees have in- 
evitably been affected, and a rash of interconnected social problems has 
emerged. Droughts such as that which affected most of the country in 
1987 are firmly associated in the public mind with the disappearance of 
Thailand's forests, which are being destroyed at a rate of approximately 
2500 square kilometers, or 1.696 of remaining forest area per year.? Resi- 
dents of Thailand's polluted cities, notably Bangkok, are also being drawn 
increasingly into environmental politics by depredations in their immedi- 
ate neighborhoods, involving such things as smoke, lead from battery fac- 


1. The burning down of a recently completed plant for processing tin slag into tantalum in 
Phuket Province in July 1986 is the most prominent example. Recently, a controversy over 
polluted rivers in nearby Surat Thani Province has gained national attention (The Nation, 22 
March 1988). 

2. Thai Development Research Institute, Thailand Natural Resources Profile (Bangkok, 
1987), p. 38. 

3. Royal Forestry Department, Forest Area of Thailand in 1985 from LANDSAT Images 
(Bangkok, 1985), in Thai. 
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tories, and other effluents released into local water supplies. Conflicts 
among various interest groups over the use of such important resources as 
fresh water are also on the increase. 

The environmental issues that concern most Thais, then, are essentially 
livelihood and welfare issues. This contrasts sharply with the Western im- 
age of environmental interests as being by and large opposed to the bread- 
and-butter concerns of lucrative employment and a booming economy. It 
is true, of course, that the rhetoric of “development vs. environmentalism” 
has as great an application among Thailand’s leadership as elsewhere in 
the world. But among the poorer sections of society, where people have 
less historical reason to believe that development as defined by national 
leaders can be equated with improvement in livelihood, it is greeted with 
some skepticism. For these groups and others claiming to represent them, 
environmental politics are often surrogate for deeper rooted political strug- 
gles relating to distribution of resources and direction of development. 

Thailand’s liberal intelligentsia shares many of the concerns of Western- 
style environmentalism. These include resource depletion, long-term ` 
survivability on the planet, democratic use of resources, alternative eco- 
nomic systems, and nature conservation. In many cases this brings them 
into potential alliance with villagers, as in the recent Nam Choan Dam 
issue detailed below. Bangkok’s middle classes as a whole are increasingly 
concerned not only about their deteriorating immediate urban environ- 
ment but also about conservation of Thailand’s forests in national pro- 
tected areas.* For Thailand’s ruling elite, the environment is essentially an 
issue of how long the resource base of the country will sustain the sort of 
exploitation and industrial and commercial development on which they 
have relied.> Among national policy makers, an apparent commitment to 
repair the damage done by past exploitation of the forests is evidenced in 
new afforestation programs as well as in the articulated policy to leave 
15% of the country under natural forest cover and another 25% under 
commercial forest cover. 

With the widening and intensifying pressure on the environment and 
livelihood of many sections of the Thai population, political expression of 
environmental concerns has undergone some significant shifts in recent 
years. These reflect not only varying types of economic and resource con- 
flict, but also changes in the political climate, new attempts at solution by 


4. Philip Stott, "Meuang and Pa: Elite Views of Nature in a Changing Thailand,” paper 
presented at Thai symposium on local and elite cultural perceptions, School of Oriental and 
African Studies, University of London, 4—6 May 1988. 

5. Thus, the high-powered Thai Development Research Institute think tank chose to subti- 
tle its report on the environment, Thailand Natural Resources Profile: Is the Resource Base 
for Thailand’s Development Sustainable? (Bangkok, 1987). 
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government bodies, and localization of protest that attests to a growing 
integration of peripheral areas into the mainstream polity. On the other 
hand, there is some continuity in the way in which environmental issues 
incorporate other political debates. In order to explain the prominence 
local and national environmental issues have attained today, we will re- 
view the development of environmental politics at the national level during 
the last 15 years. 


The 1970s: From Thung Yai to TEMCO 

During the period of intellectual and political ferment in the early 1970s, 
environmental issues had a heyday on the national stage largely as symbols 
of political issues that were of concern to progressive groups of the time. 
For several years, a strong student movement based on the growing middle 
class cooperated with various concerned government officials and local 
people in exposing abuses of the Thai environment by the local elite and 
foreign business and military groups. Indeed, one of the most sensational 
political scandals of the timie involved the environment. In April 1973 
military officers and other influential persons were revealed by journalists, 
forestry officials, and students to have used government equipment for a 
hunting expedition into the soon-to-be-established Thung Yai Naresuan 
Wildlife Sanctuary in western Thailand. The scandal led to demands for a 
government investigation, to increased interest in conservation among 
youth and the general public, and to the establishment of the Royal For- 
estry Department’s Wildlife Conservation Division. In addition, the inci- 
dent is often cited as one of the outrages of the Thanom-Prapas 
dictatorship that contributed most to the surge of public feeling that re- 
sulted in the October 1973 democratic revolt.© 

The Thung Yai incident was followed in December of the same year by 
debate over establishment by the Thai Air Force and the American mili- 
tary of a radar installation on Thailand’s highest mountain in Doi Intha- 
non National Park. This debate, in addition to promoting awareness of 
the importance of forests and mountain watersheds, led to greater political 
awareness among conservationist groups and to increased sentiment 
against American involvement in Southeast Asia. One political effect to 
which the debate contributed was hastening the closure of the American 
bases in Thailand two years later by the government of Prime Minister 
Kukrit Pramote. 

The most sustained environmentally-oriented political battle on the na- 
tional level during the period, however, was the sc-called TEMCO move- 


6. See, for example, John L. S. Girling, Thailand: Society and Politics (Ithaca: Cornell 
University Press, 1981), p. 191. 
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ment of 1974-75. Fusing its own "antiimperialism" with the underlying 
nationalism of the Thai public, the surging student movement of the time 
succeeded on March 14, 1975, in forcing the government of Prime Minis- 
ter Seni Pramote to withdraw extremely favorable (and illegal) mining 
concessions in southern Thailand that had been granted by a few share- 
holding high government officials to the Union Carbide-dominated Thai- 
land Exploration and Mining Corporation (TEMCO). The campaign, car- 
ried on with the cooperation of concerned provincial- and national-level 
government officials and academics and extensively reported in newspa- 
pers, epitomized the use of environmental issues by students to highlight 
abuses of power and to build popular support. 


Eclipse and Reemergence 

During the violent repression of the middle and late 1970s, exemplified by 
the October 1976 ouster of the civilian government by the military, envi- 
ronmental protest was eclipsed as the extreme right retrenched and stu- 
dent activists and others, forced into the maquis, turned to the issue of 
seizure of state power. The forests of Thailand came to be associated with 
refuge for the disaffected and a source of opposition to the authoritarian 
regime that followed the coup d’etat. Little space existed for open opposi- 
tion to government policy, and students were barred from activism in rural 
areas. However, a split in the Communist Party of Thailand (CPT), exac- 
erbated by a cutoff of Chinese aid to the CPT following an agreement with 
the Thai government, and an amnesty policy that encouraged many stu- 
dents to return from the forests after 1980 changed this situation. The 
politics that emerged saw an apparent break from the left-right divisions of 
the 1970s. The rise of the nongovernmental sector in the field of social 
development fostered a populist or even traditionalist language of social 
change that was more difficult to tar with the communist brush than the 
radicalism of the previous decade. Fitting well into this new mold of polit- 
ical debate, environmental issues were at the same time becoming ever 
more pressing. The degradation of natural resources, previously protected 
by their inaccessibility, had accelerated rapidly during the late 1970s to the 
point where conflicts would soon assert themselves openly.’ 

The first major environmental issue to catch the popular imagination, 
especially that of the urban middle class, was the proposed Nam Choan 
Dam on the Khwae Yai River in Kanchanaburi. As the cabinet was con- 


7. For example, forest was cut at a greater rate during 1976-1978 (11,600 sq. km. annu- 
ally) than at any time before or since. Anat Abhabhirama, “Culture and Environment in 
Thailand: Dynamics of a Complex Relationship,” proceedings of a symposium, August 1987 
(Bankok: Siam Society, forthcoming). 
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sidering whether to go ahead with the dam in early 1982, a storm of pro- 
test arose following a campaign by students in 13 university environmental 
clubs. A debate in the media followed bitter claims and counterclaims by 
the Electricity Generating Authority of Thailand (EGAT) and opponents 
of the dam among students, certain government officials, and concerned 
citizens in Kanchanaburi. In October 1982 the cabinet instructed a com- 
mittee to study the dam's benefits and drawbacks and report within 90 
days; for the next three years little more was hearc publicly on the subject. 

While Nam Choan involved intense debate at the national level, a 
number of more local issues have also caught the public interest. Among 
these are a proposed cable car up the sacred mouatain and tourist attrac- 
tion at Doi Suthep in Chiang Mai and a proposed tantalum refining plant 
in Phuket. The Doi Suthep controversy involves a continuing debate be- 
tween tourist developers and local people, and it has also entailed a split in 
the local clergy, with the abbot of the Phra That monastery standing out in 
favor of the project while most other senior monks in Chiang Mai oppose 
the cable car as a desecration of the holy grounds of the temple. Local 
citizens' groups also are opposed to the project due to its effect on the 
forest, since it would be necessary to clear a strip for pylons. The tantalum 
factory debate at Phuket was rather more short-lived but violent in its 
outcome. After local opposition failed to prevent construction of the 
plant, which was to process residues from tin mining using hazardous 
chemicals, matters came to a head in July 1986 with the burning down of 
the near-completed factory by a mob of local residents, many of whom 
were concerned that their livelihood from tourism would be threatened. 
The significance of this event in Thai environmental politics was its role in 
turning the attention of the central government to local feeling, where pre- 
viously students and other mainly Bangkok-based groups had held sway. 

The various levels at which environmental issues have become 
politicized are reflected in the activities of several campaigning groups op- 
erating on the national level. The Wildlife Fund Thailand (WFT) has the 
benefit of royal patronage, and while it is primarily active in middle and 
upper class circles, WFT has become vocal on some key issues concerning 
threats to Thailand's diminished wildlife populations. Other national-level 
nongovernmental organizations (NGOs) include the Siam Environmental 
Club and the Project for Ecological Recovery (PER). The latter, founded 
in 1986, is most closely associated with NGOs opposed to mainstream de- 
velopment strategy and has a grass-roots approach to development. 
Twenty-two student environmental groups have become increasingly ac- 
tive despite the generally low level of student activism over the past few 
years. Of particular interest is the role of local citizens' groups in opposing 
environmentally sensitive projects. Meanwhile, the groups at various 
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levels have been supported by international environmental organizations, 
including World Wildlife Fund, Friends of the Earth, and the Asia-Pacific 
People’s Environmental Network. Regional links have been established 
with Sahabat Alam Malaysia, the only branch of Friends of the Earth in 
Southeast Asia. 


Present Concerns 
The way in which environmental issues are articulated in Thailand can be 
illustrated by the controversy surrounding contemporary issues. Two ex- 
amples are presented here, the renewed Nam Choan Dam proposal and 
the planting of eucalyptus trees in northeastern Thailand. 


Nam Choan. When the Thai cabinet revived the Nam Choan Dam pro- 
ject in the spring of 1986, little resistance was anticipated. The protest 
movement of 1982 seemed to have died down, and the ideology underlying 
the project, that of concentrating development in the industrial and com- 
mercial sectors using the resources of the vast rural sector and its environ- 
ment, remained almost unchallenged politically. Only a few investment- 
attracting infrastructure projects constructed with Western and Japanese 
encouragement since the late 1950s had faced significant popular resist- 
ance,’ and technocrats at EGAT, who manage a dozen hydroelectric dams 
constructed during the past two decades, remained confident and influen- 
tial.? 

Nevertheless, several factors combined to cause an unprecedented level 
of protest in the case of Nam Choan. First, as elsewhere, the exploitation 
by central government, commercial agriculture, and industry of hitherto 
“reserve” resources on the margins of settled areas had begun to pinch the 
provincial population to the point where it was prepared to organize to 
make a stand. Prominent among objections in Kanchanaburi Province, 
where the dam was to be sited, was the claim that previous dams, through 
deforestation or other mechanisms, had adversely affected local climatic 
conditions, soil fertility, and water and fishery resources. Local people of 
all classes, ethnic groups, and ages also asked why they should have to risk 
earthquakes, dam break, and flooding (the dam was to be built on a geo- 


8. These included a proposed dam in Khao Yai National Park, a nuclear plant, and the 
Doi Inthanon radar installation referred to above, all occurring during the 1970s. 

9. Thailand’s modernization policies as they relate to hydroelectric dam construction are 
discussed in Grit Permtanjit, The Political Economy of Dependent Capitalist Development: A 
Study on the Limits of the Capacity of the State to Rationalise in Thailand (Bangkok: Chu- 
lalongkorn University Social Research Institute, 1982), and Nart Tuntawiroon and Poonsap 
Samootsakorn, "Thailand's Dam-building Programme: Past, Present, and Future,” in The 
Social and Environmental Effects of Large Dams (Cornwall: Wadebridge Ecological Centre, 
1986). 
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logical fault line that could have been activated by the reservoir) in order 
to provide Bangkok with a steady source of electric power.!° 

A second factor was the sophistication, experience, and ultimately the 
unity of other groups who joined the campaign for various reasons. On 
one side was a small number of outspoken university and Forestry Depart- 
ment scientists who defied pressures to keep silent,!! and dozens of Thai, 
foreign, and international environmental organizations who expressed 
worries about the forest and wildlife destruction that would result from 
flooding and new road construction. On another side were students and 
local nongovernmental organizations who saw the issue as one of demo- 
cratic use of resources and sustainable development, as opposed to ex- 
ploitation of nature for the short-term benefit of a small elite. !? 
Newspapers were crucial in challenging EGAT’s initial monopoly on in- 
formation resources with increasingly penetrating critiques of the project 
from environmental, economic, and political points of view.!? Political 
parties played an initially insignificant and later an opportunistic role, 
most waiting until popular opposition was overwhelming before coming 
out publicly against the dam. 

A number of powerful forces were lined up in an attempt to counter the 
protest. EGAT had invested considerable resources, manpower, and 
"face" (or prestige) in planning and would benefit directly from construc- 
tion.'4 Many of the country's ministers and tecknocrats had a standing 
bias in favor of projects benefiting the industrial sector. The military had 
an interest in developing the 5000-square kilometer wilderness above the 
dam site as a means of "securing" what had been until ten years before a 
stronghold of the CPT. Early phases of the campaign in 1986 and 1987 
saw dam supporters attempting to line up key institutions, including the 
army and legislative committees, behind the project. Prior to 1988, public 
opposition to the dam at high levels was restricted to a few figures such as 
Agriculture Minister General Harn Leelanonda and former Prime Minis- 
ter Kukrit Pramote. 

Opposition groups were faced with two principai tasks: to build a coor- 
dinated and not merely defensive common front out of a welter of mutu- 


10. The Nation, 22 February 1988. 

11. In July 1982 the Prime Minister's Office banned government employees from criticiz- 
ing the dam. (The Nation, 15 July 1982). 

12. Conservation clubs at 15 universities were the first involved, followed by the National 
Federation of Students of Thailand and the Union for Civil Lioerty, among others. 

13. The Nation, Bangkok Post, and Thai Rath were influenial as was the smaller Siam 
Rath, which has long been associated with former Prime Minister Kukrit Pramote. 

14. According to a November 1987 Senate Agriculture and Cooperatives Committee docu- 
ment, 1.875 billion yen in grants and loans had been expended by 1983. 
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ally distrustful groups with varying ideologies, interests, and social 
standings; and to try to undermine the public image of expertise, omnipo- 
tence, impartiality, and legitimacy that EGAT and other pro-dam govern- 
ment bodies enjoyed. These tasks became more urgent when a 40-member 
committee was appointed by the government in September 1987 to pro- 
duce a recommendation on the dam. The committee was stacked with 
individuals who favored the dam, and most saw its appointment as an at- 
tempt to convince skeptics within the government, disarm or coopt the 
opposition, and shift responsibility away from senior officials while still 
giving the government the mandate it needed to approve the project. The 
opposition's response was both to contest the issue within the committee 
through the five seats granted to it, and at the same time to attack the 
impartiality of the committee from within and without. Attacks on dam 
opponents and other statements by the committee chairman, Deputy 
Prime Minister Thienchai Sirisamphan, lent credence to the allegation of 
bias.!5 A campaign using anonymous leaflets, radio broadcasts, and ru- 
mors to attack dam opponents as arms-runners, hunters wanting to pre- 
serve the wildlife sanctuary for themselves, and communist subversives 
failed to gain much momentum and may even have backfired. 

In 1988 the scientific case against the dam began to acquire critical mass 
through a coordinated use of newspapers, letters and lobbying (some by 
members of foreign royalty),!6 and foreign publications to present details 
about the global importance of the forest at the dam site, and the inade- 
quacy—and in some cases fraudulence—of EGAT representations.!? 
Even within the Thienchai committee, opposition arguments based on for- 
estry, geological, and tropical disease considerations were proving suffi- 
cient when combined with external political pressure to make several 
subcommittees back off from outright support for the dam. Most impor- 
tant, however, was the growth of active opposition within Kanchanaburi 
itself, spreading from subdistrict and provincial councils and activist 
groups to a larger cross-section of the regional population. Rallies, 
marches, and concerts were held and posters were put up all over the prov- 
ince. Radio messages stressing conservation from a leading popular singer 
(Ad Carabao), a revered abbot (Phra Buddhadhasa Bhikku of Suan Moke 
Temple in Surat Thani), and the ascetic governor of Bangkok (Major Gen- 


15. Siam Rath Weekly, 28 February-5 March 1988; Bangkok Post, 28 February 1988; The 
Nation, 29 February 1988. 

16. Prince Philip of the U.K., in his capacity as president of the World Wildlife Fund, and 
Prince Bernhardt of the Netherlands both made representations emphasizing the need to 
preserve Thung Yai Wildlife Reserve. 

17. A special issue of The Ecologist, 17:6 (November/December 1987), was largely de- 
voted to Nam Choan. 
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eral Chamlong Srimuang) were broadcast on local stations. In addition, a 
string of protest actions was initiated, including the laying of plans for a 
contemptuous monument to the dam builders and emergency preparations 
for earthquake and floods. 

The local opponents were joined by university students. A turning point 
was a resolution by 68 student organizations nationwide to oppose the 
dam. This reinforced the impression among observers such as former 
Prime Minister Kukrit Pramote, ever mindful of the lessons of October 14, 
1973, that the anti-dam movement might topple the eight-year-old govern- 
ment of Prem Tinsulanonda.!? Political parties both in the government 
coalition and in the opposition began to come out against the dam in 
March 1988, citing popular sentiment, and soon afterward a House com- 
mittee suggested that the proposal be deferred. Both of Bangkok's Eng- 
lish-language newspapers and many Thai-language commentators 
published strong condemnations of the proposal to rush ahead with dam 
construction.!? After the failure of several last-minute attempts by the 
committee leadership to outmaneuver the opposition, General Thienchai 
had little choice but to conclude that there was insufficient reliable data on 
the dam's effects to come to a decision, and that the government should 
therefore put off construction for the time being. His summary was unani- 
mously accepted by a committee that only a few months before had been 
predicted to decide eight to one in favor of going ahead with the project.?° 
The subsequent shelving of the Nam Choan Dam project by the Council of 
Economic Ministers has been interpreted as a face-saving way of quietly 
disposing of it altogether.?! 


Reforestation with eucalyptus. The Royal Forestry Department (RFD) 
has a long-term policy of maintaining 40% of Thailand’s land area under 
forest. In principle, this is attainable given that 51% of the national land 
area is gazetted as forest reserve, national park, or wildlife reserve. In fact, 
however, longstanding encroachment on such land through illegal logging 
and farming has reduced Thailand’s closed forest area to 18% and total 
forest area to 29% of the national area.?? Large parts of the forest reserves 
are now de facto farmland, some of it workable on a sustainable basis, 


18. Bangkok Post, 19 February 1988; Siam Rath, | March 1988. 

19. The Nation and Bangkok Post, 18 March 1988. 

20. The Nation, 19 March 1988. 

21. Far Eastern Economic Review, 31 March 1988. 

22. ESCAP, Environmental and Socio-economic Aspects of Tropical Deforestation in Asia 
and the Pacific (Bangkok: UNESCAP, 1986). The figure of 29% is based on RFD figures, 
but according to WFT President Pisit Na Pattalung, U.N. Environment Program (UNEP) 
figures show the true forest cover to be a mere 16%. Pisit claims that fear of embarrassment 
prevents these figures from being released. 
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some of it heavily degraded. It is this land that RFD aims to reforest, and 
the desire for quick results in reforestation has led to use of fast-growing 
species. The dominant species, accounting for approximately half of all 
trees planted in reforestation programs, is Eucalyptus camaldulensis. 

Reforestation with eucalyptus has led to local opposition for three main 
reasons. The first has to do with the ecology of the plant itself. The fast 
growing qualities of this tree result from its efficiency in extracting water 
and nutrients from the soil. While this may be of benefit locally where 
waterlogging or salinization of soils by raised water tables are a problem, 
most areas show adverse effects on nearby cropping. Taungya (allowing 
farmers to interplant annuals for 2-3 years in young groves) is impractica- 
ble in eucalyptus plantations, since intercropped plants cannot compete 
with eucalyptus. Farmers in the Northeast frequently characterize the life- 
lessness of eucalyptus plantations by commenting that “not even red ants 
will enter a eucalyptus grove.” The significance of this remark is twofold: 
if red ants cannot survive then nothing else can, and red ant eggs are a 
delicacy to the Isaan palate. Eucalyptus forest is of little use for grazing 
animals, as a source of herbs or firewood, or as habitat for small wildlife. 

The second reason for controversy over eucalyptus planting relates to 
land issues in that reforestation programs often require use of land cur- 
rently under cultivation and, from the farmer’s point of view, owned by 
the cultivator. Displacement from such land is increasingly common, and 
many problems arise in cases where land is provided elsewhere in compen- 
sation. The new land may be of inferior quality, smaller in area, and often 
already occupied, leading to new conflicts between different groups of cul- 
tivators. In Pa-Kam District of Buriram Province, more than 2,000 farm- 
ers are currently threatened with eviction from their land, most of which is 
planted to cassava, in order to make way for a eucalyptus plantation. In 
March 1988, those faced with displacement destroyed 64 hectares of euca- 
lyptus already planted.?? 

In cases where land appropriated for reforestation is not under cultiva- 
tion, a third set of problems may nevertheless arise since such land may be 
common land traditionally used by nearby cultivators. Non Lan Forest in 
Sisaket Province is scheduled to be cleared by a concessionaire under RFD 
license. Yet, this mature secondary forest is used by local villagers for 
grazing cattle, gathering firewood, and collecting wild mushrooms, vegeta- 
bles, animals, and herbs. Officially the land is classed as “degraded for- 
est.” In fact, an area of 300 hectares has been preserved since the 1950s by 


23. Bangkok Post, 14 March 1988. Similar action was taken by student groups and local 
farmers in Chantaburi during the 1970s. 
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farmers from surrounding villages for subsistence use, originally at the be- 
hest of a local leader.?^ 
Resistance to such schemes has been vehement. In Pa-Kam strong local 
leadership has resulted in a united stand against displacement. Ironically, 
one of the reasons for the resoluteness of the stand is that the area in ques- 
tion was settled by outsiders with the support of the army during the 1970s 
in a successful attempt to flush out CPT supporters from surrounding for- 
ests. Not only is the bitterness of villagers increased by the feeling of be- 
trayal by officials who promised them land, but their experience and 
sophistication in organization is a direct result of army tactics, which mir- 
rored those of CPT organization. However, not all opposition is con- 
frontational. One of the tactics villagers are currently using is to 
intersperse rubber trees with cassava on their land to make the point that 
reforestation does not require alienation of land. In the words of one 
farmer, “if the Northeast is really to be greened, let us do it ourselves."?5 
In Non Lan opposition has been more direct. Petitioning by villagers, 
supported by local schoolteachers and others, failed to prevent the licensed 
company from moving in bulldozers and clearing 30 hectares of forest in 
advance of "reforestation." In September 1985 the flashpoint came when a 
child grazing cattle in an area to be cut was threatened by an armed guard 
of the concessionaire. Several thousand villagers marched on the com- 
pany's office, and by the end of the day the office had been razed to the 
ground and all eucalyptus seedlings pulled out. Only words of restraint by 
the schoolteacher prevented the razing of the local police station. RFD 
officials are currently considering whether to cancel the concessionaire's 
license. Although matters rarely escalate to the level of confrontation seen 
in Pa-Kam and Non Lan, these cases epitomize local conflicts that are 
‘increasingly entering the mainstream political arena. The two cases are 
primarily local conflicts between villagers and local officials and business 
interests. However, a number of support groups have taken up the cause 
of similar conflicts in ten villages in the Northeast. In November 1987 a 
seminar was held in Surin that brought together leaders from these villages 
and representatives of several NGOs. It is likely taat conflicts are pending 
in numerous villages facing similar conditions, namely “degraded” forest 
land that has been occupied by villagers for a number of years and is now 
targeted for replanting with eucalyptus. 


24. Bangkok Post, 7 March 1988. 

25. This refers to the army's Greening the Northeast [/saan Khiew] project. For an analy- 
sis of the role of the military in such programs, see Philip Hirsch, “Socialisation of the Mili- 
tary or Militarisation of the Society?" in Far Eastern Economic Review, 10 September 1987, 
pp. 34-5. 
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The eucalyptus issue differs from Nam Choan in several ways. First, it 
has not to date achieved the national prominence of Nam Choan, and sec- 
ond, the dispute is over an avowed solution to the environmental problem 
of deforestation rather than over a project whose major benefits are outside 
the environmental arena altogether. A third difference is that the concern 
is not over a single project that either goes ahead or is stopped, but rather 
over a program that has already affected thousands of small farmers di- 
rectly or indirectly and is part of a number of continuing projects. 


Future Directions 

A theme that is likely to dominate environmental politics in Thailand over 
the next few years is the use of land that is gazetted as forest reserve land 
but is occupied by small farmers. Approximately 1,200,000 families make 
their livelihood from such land, and these include some of the poorest of 
Thailand’s rural dwellers. While forest village schemes have provided one 
model for use of this land, they are unlikely to provide a wider solution. 
Granting of usufructuary rights is also a partial solution, but still beset 
with problems. Meanwhile, inclusion of the private sector in *rational- 
izing" management of such lands threatens to alienate large numbers of 
farmers from their land. The big land question of the next few years is 
likely to be tenure of land in forest reserves, and politicization could make 
this as volatile an issue as that of rents and land reform during the mid- 
1970s. Important political actors are becoming involved in reforestation, 
notably multinational corporations such as Shell and the army with its 
Greening of the Northeast scheme to be implemented over the next few 
years. Contemporary politics of environment in Thailand reflect both con- 
tinuities and new developments. As during the 1970s, environmental poli- 
tics continue to provide an outlet for deeper political issues concerning 
legal and illegal access to resources by different groups in society. Within 
this political culture, however, has emerged a significant increase in partic- 
ipation by rural populations. The emerging alliances in Thai environmen- 
tal politics cannot afford to neglect involving those most directly affected 
by degradation of the country's natural resource base. 
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JAPANESE DEFENSE POLICY MAKING 
The FSX Selection, 1985—1987 


Masaru Kohno 





Japan has strengthened its military ties with the 
United States since the late 1970s, and the decision-making process in Jap- 
anese defense policy is now constrained by the multidimensional relation- 
ship between the two countries. Because increasing public support for the 
U.S.-Japan Security Treaty and for the Japanese Self-Defense Force (SDF) 
has relegated the domestic ideological conflict to a secondary concern in 
the security debate, Japanese policy makers face more immediate and for- 
midable pressure from Washington than from the internal political opposi- 
tion. A systematic analysis is necessary to understand (1) how the 
Americans express their own interests and interfere with the autonomy of 
Japanese decision-making; (2) why and to what extent the Japanese are 
sensitive or vulnerable to American pressure; and (3) how, if at all, Japan’s 
final decisions reflect American interests. 

In an attempt to address these questions, this article examines as a case 
study the recent selection of the next-generation fighter support (jiki shien 
sentoki) of the Japanese Air Self-Defense Force (ASDF), usually referred 
to as the FSX. Despite the repeated official claim that the FSX selection 
should be free from foreign intervention, it was apparent by the time the 
final decision was made in October 1987 that the selection process involved 
both Japanese and American actors, including the Japanese Defense 
Agency (JDA), the U.S. Department of Defense (DOD), Japanese and 
American military industries, as well as some individual political leaders. 
The FSX selection thus provides an excellent vehicle to analyze Japanese 
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defense policy formulation in the broader context of the contemporary 
U.S.-Japan alliance.! 


Background 

The FSX selection became one of the most important issues in Japan's 
defense policy because it was acknowledged that the existing class of 
fighter support, the F-1s, would wear out and became obsolete by the end 
of the 1990s.2 The deployment of the FSX is scheduled to start in 1997, 
and its selection required a long-term assessment of Japan's strategy in the 
changing military environment of East Asia. The FSX is also an expensive 
project because it will replace the entire class of fighter support. Thus, 
from both strategic and industrial points of view, there were extremely 
high stakes involved in this decision. Originally tne FSX selection was a 
unilaterally Japanese issue and, from the beginning of 1985 to January 
1986, American involvement was limited. “Domestic development of the 
FSX" remained the favored option, and the JDA was able to play a domi- 
nant role in the selection process during this period. 

The proponents of domestic development included not only the Japa- 
nese defense industries, which had developed the F-1, but also the JDA 
and the leaders of the Liberal Democratic Party (LDP). They stressed two 
factors. First, the FSX required a number of specific functions and capa- 
bilities that were strategically unique to the defense of Japan.? There was 
Skepticism as to whether ready-made foreign aircraft could satisfy these 
requirements. Second, the FSX project offered a crucial opportunity to 
maintain and promote Japan's defense industries because it was one of the 
few projects that required a high level of military expertise in pulling to- 


1. This article deals with the process leading to the Japanese decision to select an Ameri- 
can fighter as the base for the FSX. The negotiations between the U.S. and Japanese govern- 
ments over the details of joint development are still ongoing. 

I have used numerous articles from several newspapers, including Nihon Keizai Shinbun 
and Japan Times, as the basic sources in describing the FSX selection process. In the inter- 
ests of simplicity, I will not specify sources except for quotations and in cases where I believe 

the article depends heavily upon editorial speculation. 

2. The ASDF possesses two groups of fighters: yogeki sentoki designed to destroy enemy 
fighters in the air and composed of approximately 130 F-4EJs and 80 F-15s, and shien 
sentoki, or fighter support, designed primarily to counter seaborne landing invasion forces 
and currently composed of 77 F-1s. i 

3. The FSX will probably be deployed at bases in Matsushima and Hyakuri in central 
Japan because, in the event of Soviet attack, the runways of the northern Japan air bases 
would likely either be destroyed immediately or be operating at maximum capacity with the 
main fighters. Therefore, the FSX requires, inter alia, a wide cruising range that could reach 
the northern shore of Hokkaido to counter Soviet seaborne invasion landing forces. See 
Hideo Aoki et al., “FSX Sentei no Mondaiten” [Problems in FSX selection], Jiyu, July 1987, 
pp. 104-30. 
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gether diverse technologies into a single weapons system. These propo- 
nents emphasized the importance of passing on such expertise to future 
generations of Japanese defense industries. 

Some military specialists were uncertain initially whether Japanese tech- 
nology alone was capable of producing the FSX, and they also were con- 
cerned about high production costs. These reservations were soon 
dispelled. In early May 1985, the JDA published a progress report by its 
Technical Research and Development Institute suggesting that Japanese 
military technology was fully capable of producing all of the FSX except 
its engines. The domestic defense industries, which had been afraid of a 
“comparative disadvantage" relative to foreign competitors such as Mc- 
Donnell Douglas (MD) and General Dynamics (GD), were also surprised 
and pleased by the JDA's new production cost estimates, which were far 
lower than those previously provided.^ 

The FSX selection became a formal topic of discussion at a cabinet 
meeting when Prime Minister Yasuhiro Nakasone in September approved 
the new mid-term defense program (Shin Chuki Boeiryoku Seibi Keikaku) 
for the 1986-1990 fiscal years. This program provided for three official 
FSX options: domestic development; conversion and use of the F-4EJ, the 
main fighter of the ASDF, as fighter support; and introduction of foreign 
fighters. The supporters of domestic production were encouraged by the 
explicit inclusion of the “domestic” development option in the program. 
In fact, this option was most favored by Japanese policy makers because 
the conversion of existing main fighters would only be a temporary mea- 
sure and because many military experts remained skeptical of the capabili- 
ties of foreign aircraft. 


The Dominant Role of the JDA 
The United States was not involved at this early stage of the selection pro- 
cess, and therefore the JDA could play a dominant role in reviewing each 
of the FSX options outlined in the new mid-term program. In late Sep- 
tember the ASDF chief, General Shigehiro Mori, released the final report 
from the Technical Research and Development Institute, which reiterated 
its estimates for domestic development. In October Mori announced that 
the ASDF had narrowed the choices within the third option to three for- 
eign candidates: MD's F-18, GD's F-16, and the Tornado, which was 


4. The JDA’s new estimates were that the basic research and development cost would be 
in the range of 150 billion to 200 billion yen, and the unit price per aircraft would be approxi- 
mately five billion yen. Mitsubishi Heavy Industries, Ltd., the central company in the Japa- 
nese defense industry, had previously calculated that the research costs would not be under 
200 billion yen. 
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jointly developed by Britain, West Germany, and Italy. Mori also indi- 
cated that the ASDF, through the Ministry of Foreign Affairs, would for- 
mally request these companies as well as defense departments of the 
relevant countries to supply detailed records for each of the three fighters. 

The absence of U.S. government intention to interfere with the JDA's 
initiative was apparent. In early November the U.S. and Japanese govern- 
ments agreed to hold the 16th regular U.S.-Japan security meeting of 
working level officials in January 1986, and at the same time it was an- 

‘nounced that U.S. Secretary of Defense Caspar Weinberger would visit 
Japan that spring. When JDA Administrative Vice Minister Shinji Yazaki 
went to Washington in late November to clarify the agenda, U.S. officials 
did not demand that the FSX issue be on the agenda for either the January 
meeting or for Weinberger's visit. By late December, however, American 
awareness of the FSX selection had been raised, not as a result of military- 
strategic deliberation on the issue in Washington >ut rather because of a 
change in the international monetary environment. The appreciation of 
the yen, resulting from the coordinated intervention in the exchange mar- 
ket by the Group of Five nations, noticeably lowered the purchase price of 
foreign aircraft. The call for a non-Japanese FSX echoed both among 
American military industries and in the U.S. Congress where the huge 
bilateral trade imbalance had rendered Japan the major target of trade- 
restricting legislation. Because the U.S. trade deficit with Japan was not 
decreasing despite the improving yen-dollar exchange rate, some congress- 
men started to link security issues with economic problems and demanded 
that Japan increase imports of U.S. military equipment in order to reduce 
the trade imbalance. 

Although it had become inevitable that the FSX selection would be a 
topic of discussion at the three-day U.S.-Japan security meeting held in 
Hawaii, U.S. government officials did not escalate the debate on the issue 
during the meeting, which was reported to be friendly. The Americans 
stressed that security ties between the two count-ies were stronger than 
before. U.S. Ambassador to Japan Mike Mansfield was quoted as saying 
that “the U.S. welcomed the Japanese government's projected new defense 
buildup program for 1986-1990,” and he applauded Nakasone’s reap- 
pointments of Foreign Minister Shintaro Abe and JDA Director Koichi 
Kato.® U.S. Assistant Secretary of Defense Richard Armitage spurned 
suggestions of linking Japan’s huge trade surplus with the United States to 
defense issues, although, commenting on Japan’s 1986 defense budget, he 


5. The price of an F-18, for example, which unofficially had been offered at US$18 million, 
was calculated to be less than four billion yen—far less than the estimated purchase price of a 
domestically produced FSX. 

6. Japan Times, January 17, 1986. 
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expressed his “hope” that Japan would continue its peacetime defense 
buildup efforts.” 

Hence, despite the rumblings in American military industries and in 
Congress, the JDA still could play the leading role in the FSX selection as 
long as the U.S. government did not interfere with Japanese decision- 
making. However, Washington’s determination did not last, nor did the 
unwillingness to link security issues with economic problems expressed by 
Mansfield and Armitage at the Hawaii meeting. Because subsequent 
changes in both the political and economic environment surrounding the 
two countries led American interests regarding the FSX project to amalga- 
mate, the U.S. government’s involvement in the selection accelerated and 
Japanese domestic production of the FSX soon ceased to be the dominant 
option. The remainder of this essay will describe and analyze the process 
by which American pressure influenced Japan’s final FSX decision. 


Process 
The documentation of the gradually increased American involvement in 
the FSX selection and of Japan’s response to it provides a partial but im- 
portant synopsis of general U.S.-Japan interactions in the late 1980s. For 
the sake of clarity, I have divided this process into several stages based on 
some of the key events that took place. 


Weinberger’s Visit to Tokyo 
In January 1986—the same month as the Hawaii working-level meeting— 
the JDA received the first signal from the U.S. government that Japan 
should agree to joint development of the FSX. It was an unofficial request 
that came in the form of an answer to a questionnaire on the FSX issue 
that the JDA had sent to Washington. There was thus pressure for Japan 
to show that it was at least considering the foreign FSX option. General 
Hitoshi Omura, newly appointed ASDF chief, said in a press conference in 
February that he had received through the Ministry of Foreign Affairs all 
the responses to inquiries that the JDA had initiated in the previous year. 
He indicated that the ASDF would likely initiate a second round of inquir- 
ies because some critical information for judging the suitability of each 
fighter might still be lacking. In March the JDA shifted its official posi- 
tion, saying that the final selection might be delayed and that it was inves- 
tigating the possibility of joint development with the United States. 
Although the idea of joint development was not in the original three op- 
tions, the shift was officially confirmed by Seiki Nishihiro, director of the 
Defense Policy Bureau, who stated in the Diet that U.S.-Japan joint devel- 


7. Ibid., January 18, 19, 1986. 
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opment could be regarded as one form of domestic production, and that 
the JDA would not place a time limit on the FSX selection. 

In late March, shortly before his visit to Japan, Secretary Weinberger 
made it clear in a press interview that the U.S. government would welcome 
the new option of joint development of the FSX.8 This was the first such 
remark made by an American government official and it attracted wide 
attention. Nevertheless, Weinberger apparently avoided imposing direct 
pressure on Japan when he met with Prime Minister Nakasone and with 
his counterpart, JDA Director Kato, in early April. Instead, he was re- 
ported to have said that “the U.S. government has no intention at all of 
interfering with the Japanese government's decision-making process on 
FSX introduction."? But subsequent moves on the JDA’s part showed 
that the tide had changed. In April it made the second round of inquiries 
into MD's F-18, GD's F-16, and the European Tornado; in May it dis- 
patched a mission to the United States and Europe to study details of these 
fighters; and in July the JDA finally made joint development the fourth 
official option. Thereupon, MD and GD each filed an official request with 
the JDA for joint development of the FSX.!° 

As a consequence of the MD and GD requests, the JDA had to post- 
pone the final selection. Although it had hoped to make a decision by 
summer in order to prepare a budgetary request for FSX development for 
fiscal 1987, the JDA concluded that a hasty decision now might unnecessa- 
rily politicize the issue. This postponement hurt the proponents of domes- 
tic production’ because, having to start from scratch, the domestic 
producers would need more time to develop the FSX than they would if 
they were to develop jointly with the United States. Domestic production 
was no longer the dominant option, and from this point the focus of dis- 
cussion gradually shifted from the question of whether the FSX would be 
domestically or jointly developed to the question of what should be the 
content of the joint development. 


The LDP Electoral Victory and Kurihara's 

Visit to Washington 
The LDP won a landslide victory in July 1986 in the so-called “double 
elections" for both the House of Representatives and the House of Coun- 
cillors. Prime Minister Nakasone formed his third cabinet and appointed 
Yuko Kurihara as JDA director. Kurihara had earlier served in that posi- 


8. Interview with Nihon Keizai Shinbun, March 28, 1986. 

9. Quoted in Japan Times, April 6, 1986. 

10. The Nakasone cabinet formally changed the option of "domestic development" to “‘de- 
velopment" in December 1986. 
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tion (December 1983-October 1984) under Nakasone, before being suc- 
ceeded by Kato, and his appointment was welcomed by the DOD and by 
Weinberger in particular.!! Ironically, the victory in the elections seems 
to have rendered the LDP more susceptible to U.S. demands. Kurihara 
said in an interview that “there is a possibility that the United States mis- 
takenly thinks that Japan can do almost anything on the strength of the 
LDP.... But we should be careful not to allow the U.S. to expect too 
much (in the field of defense)."!? Kurihara expressed a similar concern to 
Ambassador Mansfield shortly before leaving to visit the United States. 
Indeed, as if to confirm Kurihara's concern, Senate Minority Leader Rob- 
ert Byrd was reported to have sent a letter to President Reagan urging that 
when Kurihara came to the United States in September, the president 
should demand further buildup of the Japanese defense forces. 1? 

As expected, Kurihara had to face a resolute American attitude during 
his visit. While insisting that Japan should increase its defense budget, 
Weinberger was quoted as saying that the “Congress has been pressuring 
the administration to cut military assistance to its allies unless they do 
enough in their own defense."!^ Vice President George Bush also referred 
to congressional pressure on the Reagan administration to cut back on 
military spending, saying the administration would come under fire from 
Congress unless Japan and the NATO allies spent more on defense. The 
U.S. leaders did not raise specific issues, but rather demanded that Japan 
improve its defense cooperation as a whole. 

Kurihara and other Japanese political leaders interpreted the tone of the 
American messages as being extremely severe.!? With regard to the FSX, 
the JDA summoned the chief engineers of MD and GD to appear and 
answer questions in October about their joint development plans. Mean- 
while, it reconfirmed that there would be no time limit on FSX selection, 
but indicated that it would probably take at least until the summer of 1987 
to reach a decision. The JDA decided in early December to hold consulta- 
tions with the DOD before reaching any final decision on the FSX. Given 
the firm position taken by the Americans on security issues, the JDA rec- 
ognized that, whatever the final outcome might be, the FSX selection 


11. Nihon Keizai Shinbun, July 23, 1986. 

12. Interview with Japan Times, July 24, 1986. 

13. Nihon Keizai Shinbun, August 30, 1986. 

14. Japan Times, September 6, 1986. 

15. Less than a week after the return of Kurihara, the Nakasone cabinet announced its 
formal decision that Japan would participate in the research program of the U.S. Strategic 
Defense Initiative, an action undoubtedly intended to calm the Americans. It was also in the 
context of this U.S. pressure that the Japanese defense budget for fiscal 1987 breached Japan's 
decade-old "one percent (of GNP) rule" in late 1986. 
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would be highly politicized without such consultations. This decision was 
crucial not only because it eventually eliminated the option of the Euro- 
pean fighter but also because it allowed the United States direct access to 
the FSX decision-making process. l 


The 17th U.S.-Japan Security Meeting 

During the 17th regular U.S.-Japan security meeting of working level offi- 
cials in January 1987, the United States made it clear that it would con- 
tinue to ask Tokyo to increase Japan’s contritution toward bilateral 
defense. Armitage referred to the “mood” in Congress, where the Demo- 
crats had gained a majority in both the House and the Senate in the No- 
vember mid-term election, and explained that some congessmen were 
intending to link security issues with the Japanese trade surplus. Armitage 
had changed his position from that taken during the previous Hawaii 
meeting—where he had clearly rejected such linkage—and was using the 
Democrat-dominated Congress as a threat to demand more cooperation 
from Japan. 

The most important outcome of this bilateral meeting was the agree- 
ment to enhance “interoperability,” or tactical cooperation, between Ja- 
pan’s SDF and U.S. forces.!ó The United States had requested as early as 
September 1984 that enhancement of interoperability be the next theme of 
joint study between the two countries, and since the study on the "Sea 
Lane Defense” had been concluded, the Americans renewed their request. 
U.S. officials promoted the study of interoperability partly to justify their 
demand that Japan buy U.S. military equipment. The JDA was well 
aware of the possible constraint that the concept o? interoperability would 
impose on FSX selection. A Japanese official announced, therefore, even 
before leaving Hawaii, that the promise to study the enhancement of inter- 
operability would not interfere with the autonomy of the FSX selection. 

Unlike the message sent to the policy makers in Tokyo, the Reagan ad- 
ministration used more conciliatory language domestically to describe the 
Japanese defense effort in order to contain the criticism that the adminis- 
tration was being too “soft” in its demands for Japan's military coopera- 
tion. The Pentagon's Defense Report, published in January 1987, praised 
Japanese cooperation on security matters, and Weinberger was reported as 
saying before the Senate Armed Services Committee that the United States 
should not link security issues with economic problems. However, the 
conciliatory language did not last, and when the FSX issue became further 


16. Interoperability refers to operational-level coordination in terms of communications, 
tactical doctrines, transportation of arms and other types of backup support, and procure- 
ment of equipment. 
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politicized between the two countries, the administration no longer re- 
frained from forming a united f-ont with Congress and the American mili- 
tary industries to press for joint development. 


FSX Federction, Technical Talks, and Sanctions 

In February 1987 five major companies in the Japanese defense industry 
agreed to establish a federation. the FSX Minkan Godo Kenkyukai (FSX 
Private Joint Study Group), in order to submit a uniform plan for domes- 
tic production of the FSX.!7 Although these companies had always been 
rivals for government procurement contracts, the initiative was taken in an 
attempt to counter the American proposals for joint development. This 
group met regularly during March to discuss details of the plan and by 
early April submitted its final proposal to the JDA. Although there was to 
be room for some American technology, the FSX envisioned by this group 
would include many technologies in which Japan was said to be ahead of 
the United States. The plar also emphasized the competitiveness in 
cost—five to six billion yen per anit purchase price—of a domestically pro- 
duced FSX. These moves by the Japanese defense industries caused a se- 
ries of exchanges between the two countries. In March Senator John 
Danforth of Missouri, where both MD and GD are located, said that the 
unit price of a Japanese FSX would be eight to ten billion yen. He was 
also reported to have sent letters to Weinberger and to Secretary of State 
George Shultz in which he argued that the United States could decrease 
the trade deficit with Japan if the ASDF bought American fighters. The 
Japanese manufacturers replied that Danforth's calculations were “un- 
thinkable," and one Japanese defense industry leader said “we [are] confi- 
dent of our ability to keep . . . manufacturing costs [of the FSX] within 
budget as we recently proved with the XT-4 programs."!? 

Meanwhile, the U.S. government promoted the idea of joint develop- 
ment as the best option. Armitage warned General Omura, who was visit- 
ing Washington in March 1987, that interoperability had to be the most 
important criterion for selecting the FSX. Furthermore, Armitage told 


17. The five were Mitsubishi Heavy Industries, Ltd., Kawasaki Heavy Industries, Ltd., 
Fuji Heavy Industries, Ltd., Ishikawajima-Harima Industries, Ltd., and Mitsubishi Electric 
Corporation. 

18. These included advanced airborne radar technologies, lightweight computers, Config- 
ure-Controlled Vehicle (a jet with horizontal and vertical canard plus computer-controlled 
“Fly-By-Wire” system), and Stealth technology. 

19. Yasuichi Arao, executive director of the Society of Japanese Aerospace Companies, 
Inc., in an interview with Japan Times, March 24, 1987. The XT-4 is a next-generation 
intermediate jet trainer developed by the Japanese defense industries and the JDA Technical 
Research and Development Institute. 
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Omura that FSX production by Japanese manufacturers alone was too 
"risky," given their lack of experience in developing high-level military 
equipment. It was at this meeting that Armitage finally conveyed an offi- 
cial U.S. government request for joint development of the FSX. At the 
same time, the JDA announced that it would start highly technical talks 
on FSX selection with military specialists in the DOD and that a technical 
mission, headed by Deputy Assistant Under Secretary of Defense Gerald 
Sullivan, would soon visit Japan. The JDA hoped through such talks to 
dissociate the FSX issue from political pressure and to reach a consensus 
with Washington based solely on military-strategic considerations. The 
four-day talks (April 11-14), however, did not produce agreement on what 
specific capabilities were required for the FSX. The two sides met again on 
April 18, but could not reach any conclusion. 

While the JDA’s attempt to achieve military consensus was failing, the 
overall U.S.-Japan relationship was also drastically deteriorating. On 
April 17 the Reagan administration imposed retaliatory sanctions against 
Japan in an attempt to protect American microchip producers from al- 
leged Japanese, dumping. Reagan’s decision was a surprise to the Japa- 
nese, especially because Prime Minister Nakasone was scheduled to visit 
Washington at the end of April. In an effort to defuse trade tension and 
lay the groundwork for the summit meeting, Nakasone sent former For- 
eign Minister Abe, then chairman of the LDP’s Executive Council, as a 
special envoy to the United States. During a meeting with four powerful 
U.S. senators, Abe was told that the recent imposition of 100% tariffs on 
Japanese electronic products was "primarily symbolic in nature,” and that 
“the decision to purchase your new aircraft from the U.S. would be taken, 
in particular, as a sign of good will by Japan and as a tangible guarantee of 
a continuation of our close security relationship.”’?° 

Shortly before Nakasone left for Washington, Weinberger sent a letter 
to Kurihara saying he would visit Tokyo in June. This was unexpected 
because U.S. officials had said at the January meeting in Hawaii that Wein- . 
berger was not scheduled to visit Japan in 1987. The JDA speculated that 
the primary purpose of his visit would be to discuss the FSX with 
Kurihara. It was clear by now that the FSX problem could only be solved 
through administrative talks at the highest levels. 


20. Japan Times, April 24, 1987. The senators were Majority Leader Robert Byrd, Re- 
publican Leader Robert Dole, Finance Committee Chairman Lloyd Bentsen, and John Dan- 
forth. 
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The Visits and the “Toshiba Incident” 

Because Nakasone encountered a message of American frustration and an- 
ger over Japanese unfair trade practices, most of his visit was spent dis- 
cussing bilateral trade problems.?! However, some U.S. political leaders 
made specific requests regarding the FSX and, consequently, this visit be- 
came an important step in the decision-making process. Senator Danforth, 
for example, asked Nakasone to purchase U.S. fighters as part of Japan's 
FSX program. Nakasone replied that the issue would be studied and that 
the importance of the Japan-U.S. security pact would be taken into consid- 
eration. Weinberger also asked Nakasone and accompanying Foreign 
Minister Tadashi Kuranari to buy U.S. fighter planes. At this meeting, 
Nakasone promised Weinberger that JDA Director Kurihara would con- 
sult with him before reaching the final decision on the FSX. Nakasone's 
visit left a strong impression that the final decision would be made at the 
Kurihara-Weinberger meeting in June. Kurihara, however, was careful 
not to make any commitment; he said at a Diet session in mid-May that he 
did not feel obligated to make a decision at the June meeting even though 
Weinberger's visit was aimed at discussing the FSX. In June the JDA first 
sent General Mori, who was chairman of the Joint Staff Council, and then 
Defense Policy Director Nishihiro to Washington to lay the groundwork 
for Weinberger's visit late in the month. 

Meanwhile, the JDA established an in-house panel, headed by Naoaki 
Murata, counselor at the JDA Secretariat, to review the options for the 
FSX.2 The formation of the Murata panel was seen as a postponement of 
the JDA’s final decision, as some officials indicated that it would take at 
least three months before the panel would arrive at any specific proposal. 

Three other developments took place from May to June that affected the 
course of the FSX selection. First, the Japanese defense industries soft- 
ened their tone and agreed to the idea of U.S.-Japan joint production on 
condition that the Japanese industries would play the dominant role in the 
development. The industries rejected the idea of introducing ready-made 
F-16s or F-18s, emphasizing that only a newly-developed fighter would 


21. On the day Nakasone left Japan, the U.S. House of Representatives approved, 290-137, 
a legislative package that would mandate retaliation against predatory trade practices of U.S. 
trading partners. On the day he arrived, the House passed the so-called Gephardt amend- 
ment, which proposed even tougher retaliation apparently targeted at Japan. The Nakasone- 
Reagan meet'iig, attended by most of the U.S. cabinet secretaries, was reported to be "unex- 
pectedly “ense” (Japan Times, May 2, 1987) despite the close personal relationship between 
the twc'ieaders. While urging Nakasone to expand consumer demand in Japan and to widen 
the Japai.ese market to foreign goods and services, Reagan made no promises about U.S. 
tariffs cf Japanese electronic products. 

22. This panel was called F-7 Kokeiki Sogo Kento Iinkai [Committee for comprehensive 
study on the fighters of the generation next to the F-1]. 
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possess the specific capabilities necessary for the defense of Japan. Second, 
it became apparent that the JDA was considering MD’s F-15 as a foreign 
FSX option in addition to MD’s F-18 and GD’s F-16. The JDA was re- 
ported to be dissatisfied with the capabilities of the latter two and found 
the F-15 attractive, despite its high price, because of its wider cruising 
range. Mitsubishi Heavy Industries, Ltd., was already producing modified 
F-15s as the Japanese main fighters under license from MD, and the JDA 
thought Mitsubishi’s equipment could be used for the FSX project, thus 
lowering the production cost.?3 

Third, and most important, the “Toshiba incident" became the focus of 
public attention. In early May 1987 the Japanese police became involved 
in the investigation of the charges that the Toshiba Machine Company, a 
machine-tool maker in the Toshiba group, had violated COCOM (Coordi- 
nating Committee for Multilateral Export Controls) rules by exporting so- 
phisticated technology to the Soviet Union.2^ Aithough the Ministry of 
International Trade and Industry (MITI) took tough measures against the 
company, banning all its exports to communist-bloc nations for a year, the 
incident inevitably added fuel to the anti-Japanese feeling among the 
Americans, which had already developed as a result of the huge bilateral 
trade imbalance. In late May the U.S. Army canceled an agreement to 
buy guided missile technology from Toshiba, and in June the DOD de- 
cided not to approve any new military contracts with Toshiba. Later that 
month, while Weinberger was on his way to Japan, the U.S. Senate was 
preparing to pass legislation to bar trade with the Toshiba group for at 
least two years. 

By the time Weinberger arrived in Tokyo, Japan's bargaining position 
had been weakened. In his meeting with Kurihara, Nakasone, and For- 
eign Minister Kuranari, Weinberger repeatedly emphasized that Toshiba's 
action had had a grave effect on the global military balance. Exploiting 
this leverage, Weinberger openly lobbied for a U.S.-made FSX, insisting 
that Japan should use the proven design of either the F-15, the F-16, or the 
F-18, at least as a base for remodeling. Kurihara replied that Japan would 
make the selection based solely on Japan's defense policy and would ignore 
pressure from the defense industries of both nations, but he also pledged 
that the importance of the Japan-U.S. security pact would be taken into 


23. The JDA initially considered the F-15E, equipped with additional bombing capability, 
as the FSX candidate, but its high price eliminated it from consideration. The JDA then 
shifted the focus to the F-15J, a remodeled version which is used as the Japanese main fight- 
ers, as the base model for the FSX. 

24. The Toshiba Machine Co. exported through KGB agents computerized milling ma- 
chines that could smooth the surface of submarine propeller blades, reducing noise and mak- 
ing submarines more difficult to detect. 
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consideration. Before leaving Japan, Weinberger invited Kurihara to visit 
the United States in September. Because the visit would coincide with the 
Murata panel’s recommendation, it was clear that Weinberger wanted con- 
sultations before Kurihara had to make his decision. Hence, in the wake 
of the Toshiba incident, Weinberger’s visit reaffirmed the U.S. stance on 
the FSX issue. It was by then obvious that Japan could not reach any final 
decision independently. 


Nakasone’s Political Decision and Kurihara’s 

Visit to Washington 
Anti-Japanese sentiment continued to grow in the U.S. Congress during 
the summer of 1987. In mid-July the Senate unanimously adopted a reso- 
lution, initiated by Byrd and Danforth, demanding that Japan purchase 
US. fighters for the FSX project. This resolution was attached to the om- 
nibus trade bill that the Senate subsequently passed. In a statement deliv- 
ered on the floor, Danforth said: “If the Japanese proceed to develop and 
build their own jet fighter plane, the FSX, it will belie all Japanese claims 
that they wish to rectify the current trade imbalance.”2> In August 
Nakasone expressed his view that Japan would heed American requests on 
the FSX issue, suggesting that Japan would be likely to adopt U.S.-Japan 
joint development.2© While Nakasone did not clarify whether he meant 
joint development of an entirely new fighter or joint development based on 
an American fighter, it was clear that his decision was politically aimed at 
preventing a further deterioration of the U.S.-Japan relationship. 

The Japanese defense industries sent a private investigatory mission of 
technological experts to the United States late in August to discuss the 
FSX project with their American counterparts from MD and GD. Both 
the JDA and the Pentagon hoped this contact between Japanese and 
American industrialists would produce a commercial consensus as to what 
the content of joint development should be. During the talks, MD was 
reportedly more willing than GD to accept the demand that as much Japa- 
nese technology as possible be incorporated into the FSX.? However, 
MD’s F-15 remained expensive and its F-18, because it is a carrier-borne 


25. Japan Times, July 22, 1987. 

26. NHK interview program, August 12, 1987. A partial translation of Nakasone’s re- 
marks in this interview appeared in Far Eastern Economic Review, September 10, 1987, p. 37: 
“We should place the highest priority on stabilised security ties with the US when we think 
about the Toshiba case and the next fighters.” 

27. GD also refused to change the engine structure of the F-16 from a single to a double 
engine, despite the Japanese claim that the FSX should have a double engine for safety rea- 
sons. The F-16 remained a candidate, however, because Kurihara himself later decided to 
withdraw the requirement (Yomiuri Shinbun, October 4, 1987). 
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aircraft, was reported to be too heavy for the FSX. Hence, although the 
Japanese industries came to believe that potentially there was room for 
their technologies to be incorporated in joint development, they failed to 
settle on a specific proposal as to which American fighter should be the 
base for the FSX. 

Upon return of the mission, the Murata panel resumed its study based 
on the report provided by the defense industries. However, it could not 
reach a conclusion because each fighter had both advantages and disadvan- 
tages.2®8 As a result, Kurihara had to postpone a final selection, although 
he decided to announce at his meeting with Weinberger in October that 
Japan would agree to develop the FSX jointly with the United States, 
based on one of the American fighters. On October 2 Kurihara and Wein- 
berger agreed in Washington to joint development of the FSX by remodel- 
ing either the F-15 or the F-16. Kurihara told reporters that "Japan gave 
up the idea of domestic development of the FSX because [I] thought a 
decision aimed at maintaining good relations with the U.S. based on the 
Japan-U.S. Security Treaty was important."?? On October 12 the military 
officials of both countries started their final round of technical talks, and 
the F-15 and F-16 were discussed in terms of their capabilities and cost- 
efficiency. On October 23 the JDA chose the F-16 as a base for the FSX. 
Although the F-15 was superior in overall capacities, the F-16 was chosen 
because it was more cost-efficient.?? On the same day the Nakasone cabi- 
net officially approved the JDA’s proposal, and the three-year FSX selec- 
tion process finally ended. 


Analysis 
The FSX selection process provides insight into many important dimen- 
sions of the contemporary U.S.-Japan relationship. In order to understand 
why U.S. pressure is so significant in influencing Japanese defense policy 
formulation, I will extrapolate and analyze four distinct phenomena: mul- 
tiple channels of contact, domestic politics, the role of individual leaders, 
and linkage among issues. 


28. The Murata panel once leaned toward the F-18, but soon found that remodeling it 
would -be expensive because its engine was not appropriate and a new one would have to be 
developed. 

29. Japan Times, October 4, 1987. 

30. There was speculation that the decision not to choose the F-15 was primarily “‘polit- 
ical" because the plane's long cruising distance would be difficult to justify in the next Diet 
session in light of the defensive nature of the SDF (Yomiuri Shinbun, October 22, 1987). 
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Multiple Channels of Contact 

The most striking attribute of the present U.S.-Japan alliance is the multi- 
ple channels of contact on which security communications between the 
two countries are based. The FSX selection illustrates that this multi- 
plicity, while reflecting the growing interdependent nature of the security 
relationship, inflicts constraints on the Japanese decision-making process. 
The increasing U.S.-Japan security exchanges have resulted from changes 
in the international environment surrounding Japan. The continuing So- 
viet military buildup and activity in East Asia have changed the basic 
character of the defense debate in Japan and have made the Japanese more 
cognizant of the military aspects of security.?! In addition to augmenting 
public support for the U.S.-Japan Security Treaty, the Soviet threat has led 
the Japanese government to take steps toward closer defense coordination 
with the United States, especially since the adoption in 1978 of the 
“Guidelines for U.S.-Japan Defense Cooperation.” 

The trend for joint consultaticn accelerated under the Reagan adminis- 
tration. Its approach to security relations with Japan differed from that of 
the Carter administration in that it shifted the emphasis from Japanese 
defense spending as a whole to the particular role that Japan could per- 
form in bilateral defense. While this approach has helped to limit the ideo- 
logical opposition to the steady increase in defense spending in Japan, it 
has required both countries to promote joint studies of specific military- 
strategic problems. 

The FSX selection process illuminates the recent expansion of bilateral 
security exchanges in two ways. First, it shows that the current security 
communication between the two countries consists of direct exchanges at 
various levels. The U.S.-Japan security meetings in Hawaii provided an 
opportunity for contact at the bureaucratic level. Ministerial level con- 
tacts took place when the chiefs of the JDA/DOD exchanged visits and, at 
the same time, usually met with other influential political leaders in the 
executive and the legislative branches. In addition to these formal inter- 
state channels, officials from the defense industries in both countries met 
directly with each other and thus had an opportunity for nongovernmental 
dialogue. Second, the bilateral security exchanges during the FSX selec- 
tion process were based on two Cifferent modes of contact. While some of 
the talks were held in a routinized form, others took place on a more ad 
hoc basis through opportunities created specifically to further communica- 
tion on the FSX issue. For example, Kurihara met with Weinberger three 
times during a period of 16 months, and both the second and third meet- 


31. Mike M. Mochizuki, “Japan’s Search for Strategy,” International Security, 8:3 (Winter 
1983-84), pp. 152-79. 
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ings were targeted at discussing the FSX. The JDA also sent and invited 
investigatory missions of military experts for consultation with DOD offi- 
cials. Thus, communication during the FSX selection was remarkably fre- 
quent. 

There is no doubt that the various and frequent contacts between the 
two countries promoted a better understanding of each other's interests in 
security relations. Accordingly, Japanese policy makers had an accurate 
perception of the American interests regarding the FSX project and, from 
the beginning, were extremely sensitive to informal messages from Wash- 
ington even though U.S. officials did not make a formal request for joint 
development until March 1987. The successive postponements of the final 
selection during 1986 were a direct result of such sensitivity on the part of 
the JDA. 

More important than the improvement of communication per se is the 
fact that the increased number of channels from which to choose in expres- 
sing its own interest has given the United States more room to maneuver in 
bilateral security issues. During the FSX selection process, the Americans 
took advantage of the multiplicity of communication channels to elevate 
the selection from a simple military-strategic issue to a highly politicized 
one, thus depriving the JDA of its control over the course of events.?? 


Domestic Politics 

The domestic political situations in Japan and the United States in the late 
1980s have been characterized by an asymmetry between the two countries 
in terms of the domestic power base of the respective administrations. In 
Japan, the Nakasone administration consolidated its power base when the 
LDP won a landslide victory in the “double election" in July 1986, eventu- 
ally enabling Nakasone to extend his premiership for another year beyond 
the two two-year terms allowed by LDP rules. In the United States, in 
contrast, the domestic power base of the Reagan administration was weak- 
ened in the mid-term election in November 1986 when the Republican 
Party lost the Senate majority it had enjoyed since 1981. 


32. One can certainly argue that the expansion of bilateral security channels also gave 
Japan some flexibility in coping with U.S. demands during the selection process. The JDA 
invitation resulting in the Sullivan mission to Tokyo was a clever attempt to use the bilateral 
contact for depoliticizing the issue, although this contact failed to establish a military consen- 
sus on FSX capabilities. Probably more significant was the JDA's call for a meeting between 
the leaders of defense industries of the two countries because this meeting eventually pro- 
duced a commercial consensus for joint development of the FSX. It is, however, undeniable 
that the JDA was never able to regain the control of events that it had had at the beginning of 
the selection process. 
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The FSX selection process reveals that this asymmetry had a paradoxi- 
cal effect on U.S.-Japan security relations. On the one hand, the LDP’s 
electoral victory became a liability for the Nakasone administration in 
dealing with the United States. After the election, the Americans esca- 
lated their demands for Japan’s cooperation in security matters on the ba- 
sis that the LDP, with its mandate, should be able to play a dominant role 
in the Japanese security debate. On the other hand, the electoral defeat of 
the Republicans did not damage the bargaining position of the U.S. admin- 
istration with Japan. In fact, the Reagan administration became more ex- 
plicit in using the Democrat-dominated Congress as a bargaining tool to 
pressure policy makers in Tokyo. The final decision to jointly develop the 
FSX was apparently a reflection of this “negative correlation” between the 
domestic power base and the external bargaining position. 

What underlying factors fostered this phenomenon? First, American 
pressure toward Japan tends to be based on bipartisan support within the 
United States. Because many Americans share the view that Japan still 
has a “cheap” if not “free” ride in security affairs, Americans can easily 
define their national interest in security relations with Japan. As to the 
FSX selection, politicians such as Senator Danforth represented the voice 
of American military industries, demanding the introduction of a non-Jap- 
anese FSX, and performed the role of “enlightening” other political lead- 
ers, leading them to unite behind that voice. Thus, the perception of 
American interests in the FSX among Democrats did not differ from the 
Republican perception, as was illustrated by the unanimous resolution 
passed by the U.S. Senate in July 1987. While such bipartisanship enabled 
the U.S. government to use Congress to speak for American interests in 
the FSX issue, it prevented Japanese policy makers from capitalizing on 
the electoral defeat of the Republicans. 

Second, the LDP’s consolidation of power has increased rather than de- 
creased Japan’s vulnerability to U.S. pressure because the internal opposi- 
tion in the Japanese Diet and the mass media has often functioned as a 
shield against American demands in bilateral security issues. The Japan 
Socialist Party (JSP), the leading opposition since 1955, has vehemently 
opposed Japan’s further incorporation into the American global strategy, 
and many intellectuals have expressed their support and sympathy for the 
JSP’s policy of unarmed neutralism. The defeat of the JSP in the July 
1986 election was as notable as the LDP’s victory, and it appeared to give 
Washington, as well as the LDP, a mandate to opt for a stronger military 
collaboration between the two countries. 

Third, and most important, there was no national consensus regarding 
the FSX issue in Japan that would have improved Japan’s bargaining posi- 
tion with the United States. The most outspoken proponents of the do- 
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mestic FSX option were the Japanese defense industries; the establishment 
of the joint study group reflected their effort to integrate resources in influ- 
encing the policy makers. However, it was difficult for the LDP govern- 
ment to form a coalition with the defense industries. While it was 
sufficient for these industries to stress the benefit of technological and in- 
dustrial spinoffs, the LDP government, if it were to maintain the domestic 
FSX option, would have to consider other strategic and political justifica- 
tions as well. Even though some LDP members might have preferred the 
security autonomy that a domestically produced FSX would promote, a 
majority were more concerned with the political repercussions on U.S.- 
Japan relations flowing from the choice of a domestic FSX. Furthermore, 
the JSP and other opposition forces were likely to be even more hostile to 
the domestic FSX option than to joint development, since the former 
would facilitate research on advanced military technology in Japan. Con- 
sequently, aggressive support for the industries' position would have 
forced the LDP government to engage in a battle on two fronts, one with 
the Americans and one with the internal opposition. The domestic FSX 
was a politically isolated option. 


The Role of Individual Leaders 

Personal variables such as the commitment, background, and negotiating 
skills of individual political leaders play a critical role in maintaining the 
contemporary U.S.-Japan alliance. During the FSX selection process, 
Nakasone, Kurihara, and Weinberger were particularly important figures. 
Toward the end of the selection process, Nakasone made crucial state- 
ments that eventually led to the decision on joint development. When he 
visited Washington in May 1987, Nakasone made clear to American lead-. 
ers that the importance of the Japan-U.S. Security Treaty would be taken 
into consideration in choosing the FSX. This reference to the treaty, at a 
time when severe economic tensions existed between the two countries, left 
the impression that the prime minister was ready to make concessions on 
security issues and that American interests would not suffer from the final 
Japanese decision. The importance of the security pact was reiterated by 
Nakasone in his August interview, and also by Kurihara when he met with 
Weinberger in June. Moreover, as Kurihara told reporters in October, it 
became the official rationale for giving up the idea of domestic production. 
Thus, according to the best available sources, it is fair to speculate that the 
final decision for U.S.-Japan joint development was made by Nakasone 
himself. 

This conclusion is supported by the fact that Nakasone, since he came to 
office in October 1982, had placed more explicit priority than any of his 
predecessors on strengthening ties with the United States. When he first 
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visited Washington as prime minister in January 1983, he defined the alli- 
ance as one “bound by a common destiny.” During his incumbency, 
Nakasone made concrete commitments toward a de facto “collective se- 
curity” with the U.S., although the official interpretation of the Japanese 
constitution does not allow it.33 In addition, Nakasone developed close 
personal ties with President Reagan based on their common political val- 
ues, economic ideologies, and similar political styles. In this context it is 
not surprising that Nakasone took a strong leadership role in resolving the 
FSX issue in accordance with U.S. demands. 

Nakasone’s commitment to stronger bonds between the United States 
and Japan was also reflected, although in a more subtle way, in his ap- 
pointments of the foreign minister and directors of the JDA. Except for 
the last cabinet shuffle in July 1986, Nakasone retained Shintaro Abe as 
foreign minister, and Abe served as his right-hand man in diplomatic mat- 
ters. Similarly, from December 1983 to the end of Nakasone’s premier- 
ship, only two persons, Kato and Kurihara, occupied the position of JDA 
director. These appointments were aimed at establishing stable communi- 
cations with American counterparts and, consequently, were welcomed by 
the Reagan administration.?^ Kurihara’s reappointment in July 1986, 
which was particularly welcomed by Weinberger, became an important 
factor affecting the course of the FSX selection process. Weinberger had 
met with Kurihara twice and had experience negotiating with him on de- 
tails of U.S.-Japan defense cooperation, such as promotion of the joint 
study on “Sea Lane Defense" and the Japanese selection of items for mili- 
tary technology transfer to the United States. In particular, it was at the 
Kurihara-Weinberger meeting in September 1984 that the U.S. had first 
requested that interoperability, or operational-level cooperation, be the 
next theme of joint study between the two countries. Had Kurihara not 
been director and familiar with the concept of interoperability when it was 


33. During the 1983 spring Diet session, the Nakasone cabinet made a number of impor- 
tant changes in the official interpretation of the constitutional limitation on SDF operations. 
For example, it was noted that if the U.S. Navy were operating to defend Japan, the SDF 
could in “‘self-defense” protect American naval vessels near Japan even before Japanese terri- 
tory was directly attacked. According to the original interpretation, the SDF could not de- 
fend U.S. vessels unless Japanese territory was directly attacked. See Minoru Tada, 
“Nichibei Anzenhosho Taisei no Henshitsu Katei [The Process of the Change in the U.S.- 
Japan Security System], Chuo Daigaku Hogaku Kai, ed., Hogakushimpo, vol. 91 (June 1984), 
pp. 261-94. 

34. Prior to the Nakasone cabinet, the JDA was a neglected portfolio, used to maintain the 
balance of power among LDP factions. Accordingly, more than 30 politicians, averaging 11- 
month terms, have served as JDA director since the LDP was formed in 1955. See Michio 
Royama, “Factors Constraining Japan's Security Policy Options," unpublished paper, Sophia 
University (Tokyo, 1983), pp. 6-7. 
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raised by American officials at the 17th Hawaii meeting in January 1987, it 
might have been more difficult for the Americans to persuade the Japanese 
to agree to such a study and to use the concept later as a justification for an 
American FSX. 

While Kurihara’s appointment may have made the Japanese decision- 
making process more susceptible to American demands, the JDA director 
also took a positive, albeit limited, leadership role. For example, Kurihara 
appears to have resisted Nakasone’s initiative, which otherwise might have 
resulted in an earlier decision on the FSX. Even after Nakasone virtually 
promised Weinberger that the final decision would be made at the 
Kurihara-Weinberger meeting in June 1987, Kurihara carefully avoided 
making any commitment that he and Weinberger would come to a final 
decision then. His resistance paid off when the JDA established the 
Murata panel, which was seen as a justification for postponing the final 
decision. At the June meeting, Kurihara also managed to resist Wein- 
berger’s strong lobbying for a U.S.-made FSX, and thus was successful in 
delaying the final decision for another three months. Kurihara’s resistance 
originated from his own interests in the FSX project. While Nakasone’s 
interests were political and his ultimate objective was to keep the Japan- 
U.S. relationship from deteriorating, Kurihara's concern remained a mili- 
tary one: obtaining the best fighter for Japan’s strategic needs, with a view 
to protecting the domestic defense industries. Accordingly, he wanted 
enough time to make the decision on the basis of military considerations 
within the option of joint development, even though that option had been 
chosen on the basis of political concerns. 

Finally, Weinberger’s skills in dealing with Japan must also be men- 
tioned, although his role could have been played by another defense secre- 
tary. There is no doubt that Weinberger’s June visit to Tokyo was 
specifically aimed at discussing the FSX issue. The unexpected notice of 
his visit, since it arrived immediately after Reagan imposed sanctions 
against Japan, was extremely effective in making the Japanese believe that 
the Weinberger-Kurihara meeting would be a critical step for the final 
FSX selection. This diplomatic endeavor won a promise from Nakasone 
that Kurihara would have prior consultations with Weinberger, a promise 
suggesting that the final decision would be made a: the June meeting. But 
when Kurihara managed to avoid making a final decision then, Wein- 
berger wasted no time in inviting him to make a trip to Washington in the 
near future. Thus, Weinberger made it clear that he wanted to maintain 
close contact and keep fully informed about the selection. Kurihara had 
no choice but to accept Weinberger's offer, and the agreement on joint 
development was reached at their October meeting. Hence, Nakasone's 
commitment to maintaining a harmonious alliance, Kurihara's earlier 
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background as JDA chief, and Weinberger’s negotiating skills all hindered 
the autonomy of the Japanese decision-making process. 


Linkage Among Issues 

The fourth important dimension of the contemporary U.S.-Japan relation- 
ship is the continuing existence of linkage politics, or “of joining otherwise 
unrelated issues for bargaining purposes.”?> Many Americans link secur- 
ity and economic issues in dealing with Japan because they feel that Ja- 
pan's economic success can be attributed to the minimal effort that Tokyo 
spends on maintenance of the global strategic balance. Americans want 
Japan—-as it emerges as their economic competitor—to cooperate and 
share more of the burden in security affairs. The Japanese are also increas- 
ingly aware of how much their economy, relying as it does on foreign mar- 
kets and outside resources, has benefited from the international order 
underwritten by American hegemony. Thus, the more apparent the rela- 
tive decline of American power becomes, the greater the chance for 
linkage between security and economic issues in U.S.-Japan relations. 

Despite this general tendency, Japanese policy makers were clearly op- 
posed to linking the FSX selection with economic issues. They were ner- 
vous about growing accusations in the United States against Japanese 
protectionist trade practices. Even though the American global trade bal- 
ance was deteriorating much more dramatically than its bilateral balance 
with Japan, some Americans failed to place the economic problem with 
Japan in a broader context, and their reactions became more retaliatory. 
What Japanese policy makers feared most was a spillover of such “Japan 
bashing" from the economic to the security arena. 

The American attitude toward linkage, on the other hand, was not 
straightforward. At first, very few Americans supported it, and at the 16th 
Hawaii meeting in 1986, for example, both Mansfield and Armitage clearly 
expressed their unwillingness to link security and trade. After the LDP's 
1986 electoral victory, Washington started to apply more direct pressure 
on Japan on security issues and, as a result, the atmosphere at the 17th 
Hawaii meeting was more tense than at the previous one. Nevertheless, 
despite harsh language, the Reagan administration's official attitude re- 
mained unchanged. As Weinberger indicated to Congress in January 
1987, the administration was still against linking security issues with eco- 
nomic problems. By the time Nakasone arrived in Washington in May, 
however, it was difficult for the Reagan administration to maintain this 


35. Kenneth A. Oye, “The Domain of Choice: International Constraints and Carter Ad- 
ministration Foreign Policy," in Oye et al., Eagle Entangled: U.S. Foreign Policy in a Com- 
plex World (New York: Longman, 1979), p. 13. 
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attitude. American anger and frustration had increased following the al- 
leged Japanese dumping of microchip products, and the anti-Japanese feel- 
ing, which had grown in the economic arena, finally spilled over into the 
security arena with the surfacing of the Toshiba incident. Most Americans 
realized that Toshiba’s violation of COCOM regulations was a direct 
threat to their security interests, and they criticized the self-centered Japa- 
nese action. 

While the Senate’s unanimous resolution in August 1987 reflected the 
fact that an increasing number of congressmen were attracted to the idea 
of linking the FSX project with the trade deficit, it is questionable whether 
the Reagan administration could have supported the linkage given its re- 
peated assertions that it would not link security and trade. What is un- 
questionable, however, is that the Toshiba incident added a new card to 
the American hand. This incident allowed the U.S. administration to en- 
gage in intra-arena linkage politics within the realm of security, as opposed 
to inter-arena linkage between security and trade. During his visit to To- 
kyo in June, Weinberger was able to increase Lis bargaining power by 
stressing the consequences of Toshiba’s illegal technology transfer to the 
Soviet Union. His leverage over Japanese policy makers now was indispu- 
table, for Japanese adherence to the idea of a domestic FSX rather than an 
American fighter of proven design would only vindicate the American 
charge of self-centered Japanese behavior in security affairs. Thus, the 
Toshiba incident was a decisive factor that made it impossible for Japan to 
come to a final decision independent of American pressure. Hence, 
linkage politics plays an important role in the management of the U.S.- 
Japan alliance; although the American tactics releting to linkage were not 
necessarily coherent during the FSX selection, Japanese policy makers 
were constrained by simultaneous developments in other areas. 


Conclusion 

In light of the decline of its power, the United States is understandably 
more directly motivated to interfere with the security policy processes of 
its allies. In the case of Japan, the Americans possess not only the motive 
but also the capability to do so. This article demonstrates how a “‘unilater- 
ally Japanese" issue became the most important bilateral problem in the 
late 1980s due to the broad range of contextual factors surrounding the 
U.S.-Japan alliance. At the initial stage of the FSX selection process, the 
U.S. government respected the autonomy of the Japanese decision-making 
process and refrained from explicit intervention. However, when the Rea- 
gan administration finally coordinated its demands with those of Congress 
and U.S. military industries, American pressure reached the point where 
policy makers in Tokyo could no longer ignore it. 
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Japan, on the other hand, has thus far failed to transform its economic 
might into diplomatic power and to be more assertive in dealing with the 
United States. Because of the increased Soviet threat and Japan’s continu- 
ing economic dependence on foreign markets and resources, more Japa- 
nese recognize that their security and economic interests will be served by 
Japan’s becoming a co-supporter of the global hegemony that the United 
States can no longer sustain alone. The decision to opt for joint FSX de- 
velopment reflects the growing Japanese perception that it is more impor- 
tant to preserve trans-Pacific harmony in general than to become 
preoccupied with specific bilateral conflicts. 

The case of the FSX selection is an example of an interesting phenome- 
non in which changes in power distribution in the macroscopic "structure" 
of the international system are not directly reflected in the microscopic 
“process” of U.S.-Japan interactions. Despite waning American power, 
Japan is subject to even stronger influences from the United States.?6 


36. For the distinction between structure and process in international politics, see 
Robert O. Keohane and Joseph S. Nye, Jr., “Power and Interdependence Revisited," Interna- 
tional Organization, 41:4 (Autumn 1987), p. 745. 
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The results of the 13th National Assembly election on 
April 26, 1988, stunned political observers in Korea and abroad, for many 
expected the ruling Democratic Justice Party (DJP) to win a comfortable 
majority in the unicameral legislature. The two major opposition parties, 
the Reunification and Democracy Party (RDP) and the Party for Peace 
and Democracy (PPD), continued to be hopelessly divided even after their 
defeat in the December 1987 presidential election and the new president, 
Roh Tae Woo, was gaining popular support in the country.! Contrary to 
predictions by many observers, when the ballots were tallied the govern- 
ment party, for the first time since 1950, failed to capture a majority of 
seats in the Assembly. As a corollary of the changed constitutional status 
and power of the parliament under the Sixth Republic, winning a majority 
in the election was important both for the government party and the oppo- 
sition. For the former, it would be difficult to push through key legislative 
programs without controlling the National Assembly. For the opposition, 
control of the legislature was needed in order to check the DJP govern- 
ment. The opposition was particularly concerned about the prospect that 
majority control in the Assembly by the ruling DJP would impede, if not 
endanger, the process of democratization in South Korea, a process begun 
in earnest after the bloody constitutional crisis in the spring and summer 
of 1987. Thus, the stakes were high for all parties. This essay analyzes the 
results of the 1988 election, emphasizing factors that contributed to bring- 
ing about the so-called yadae yóso (large opposition and small government 
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party) phenomenon in the parliamentary election. In addition, it attempts 
to evaluate the implications of the election results for the future of the 
South Korean party system. 


Revising the Election Law 
In drafting the new constitution of the Sixth Republic in the fall of 1987, 
the DJP and its opposition were generally in agreement on the need to 
strengthen the power of the National Assembly, which, under the Fifth 
Republic, was disproportionately weak vis-a-vis the executive branch of 
government. Thus, under the new constitution, the National Assembly 
regained all of the powers it had lost under the Park and Chun regimes. 
No longer relegated to the position of ratifier of policy, it is now empow- 
ered to check effectively the executive branch; it has the power to legislate, 
approve the national budget, investigate wrongdoings of government offi- 
cials, audit government agency expenditures, adopt a vote of no confidence 
against the prime minister and cabinet members, and impeach executive 
and judicial officials by a majority vote and the president of the Republic 
by a two-thirds vote. By majority vote, it can suspend martial law pro- 
claimed by the president. Moreover, unlike under the Fourth and Fifth 
republics, the president has no power to dissolve the National Assembly. 

Following the bitterly-fought presidential election in December 1987, 
preliminary negotiations were conducted between the government party 
and the opposition to revise the parliamentary election Jaw and to set a 
date for National Assembly elections. Initially, the DJP wanted to hold 
the election in February 1988, for the ruling party would benefit from the 
bandwagon effect of its victory in the presidential election as well as disar- 
ray in the demoralized opposition resulting from continuing discord be- 
tween the RDP led by Kim Young Sam and the PPD led by Kim Dae 
Jung. Opposition parties favored delaying the election until April to give 
them more time to regroup and organize candidates and a campaign. 
Eventually, the DJP agreed to the April date, due to an unexpected delay 
in revising the election law. Besides, scheduling the election in February 
would have enabled incumbent President Chun to handpick many parlia- 
mentary candidates for the government party at the expense of incoming 
President Roh. 

A more difficult problem for the parties was overhauling the parliamen- 
tary electoral system. Under the Fifth Republic (1980—February 1988), 
two-thirds of the 276 National Assembly members were elected from 92 
two-member districts. The remaining one-third (or 92 seats) were elected 
through a proportional representation system. Two-thirds of these seats 
were allotted to the party winning the largest number of district seats, 
while one-third was allocated in proportion to the seats won by the other 
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parties. The system as a whole favored the government party, assuring it a 
comfortable- majority in the National Assembly. In the 1985 parliamen- 
tary election, for example, the ruling DJP won 46% of the district seats 
with 35.496 of the popular vote, but the seats available through propor- 
tional representation boosted the party's share to a 5496 majority. The 
system was not only regarded as undemocratic by the opposition parties 
but also was unpopular with the voters. 

In approaching the problem of overhauling the electoral system, the 
DJP initially favored a combination of single-member districts in rural ar- 
eas, two- to four-member districts in urban areas, and a reduction in the 
number of at-large seats available under proportional representation. 
When protracted negotiations failed to produce a necessary compromise, 
the DJP on March 8 rammed a bill through the National Assembly to 
amend the election law on the basis of a single-member district (SMD) 
system. Its decision was based on shrewd calculations that the SMD sys- 
tem would be best for the party due to strong popular support for such a 
system and especially in view of the continuing rivalry between the RDP 
and the PPD that was sure to split the opposition vote. Among the oppo- 
sition parties, the PPD supported the SMD system, expecting to capitalize 
on its highly concentrated support in the southwest (Cholla) provinces and 
part of Seoul. The RDP, on the other hand, initially favored a multimem- 
ber district system, because its vote was more evenly scattered throughout 
the country. However, it too eventually leaned toward the SMD system.” 
The only party that maintained uncompromising opposition was the New 
Democratic Republican Party (NDRP) headed by former Premier Kim 
Jong Pil. 

Under the new DJP-sponsored electoral system, the National Assembly 
consists of 299 seats: 224 to be filled through the SMD system, and the 
remaining 75 at-large seats to be allocated by a proportional representation 
scheme. If a party wins a majority of the 224 district seats, the 75 at-large 
seats must be allocated in proportion to the share of the district seats won 
by each party. If no party wins a majority of the district seats, the party 
with the largest number of seats is entitled to 38 of the 75 at-large seats. 
The remaining 37 seats are then allocated to other parties winning 5 or 
more district seats in proportion to each party’s share. 


2. John McBeth, “Hats in Their Hands,” Far Eastern Economic Review (hereinafter 
FEER), January 7, 1988, p. 16, and John McBeth, “Electoral Expectations,” FEER, January 
21, 1988, p. 35. 
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Candidates and the Campaign 

Following the announcement of the April 26 election date, the DJP nomi- 
nated its candidates for each of the 224 electoral districts. Many influen- 
tial lawmakers, including former DJP Chairman Kwon Ik Hyun, former 
Secretary-General Kwon Jung Dal, and Kim Sang Koo, former President 
Chun’s brother-in-law, were denied renomination. The party dismissed 28 
of the 86 incumbent local chapter chairmen (32.6%), while nominating 
125 new individuals as candidates. The denial of renomination to key 
figures of the Fifth Republic power group was apparently engineered to 
consolidate the power of the party's new president, Roh Tae Woo.? In 
addition, the DJP named 62 candidates for the at-large seats available 
under proportional representation. 

The RDP, the major opposition party, fielded 202 candidates, including 
4] incumbents. It denied renomination to 12 incumbents who had tar- 
nished the party's image by collaborating with the government party. The 
PPD nominated 168 candidates, including 20 incumbents. Five incumbent 
lawmakers were denied renomination, while most of the former dissident 
figures aspiring to run in the election were named. The PPD did not field 
candidates for many constituencies in Kyongsang and Chungchong prov- 
inces where the party was weak and unpopular. Former Premier Kim 
Jong Pil's party, the NDRP, fielded 181 candidates. By April 9, altogether 
1,045 candidates had registered in 224 electoral districts.* The average 
competition rate per seat was 4.7 to 1, and in terms of the number of can- 
didates it was the largest field since 1961. Most ran under the auspices of 
one of the 14 political parties participating, but 111 ran as independents. 

With the start of the 18-day official campaign period on April 9, 1988, 
both the government and opposition parties launched massive efforts to 
win popular support. They intensified their political offensives against 
each other, trading fierce charges and countercharges over the 1980 
Kwangju incident in which nearly 200 people had been killed, the Saemaul 
(New Village) Movement scandal involving embezzlement of millions of 
dollars by former President Chun's brother, Chun Kyong Hwan, and 
other major irregularities and corruption perpetrated by powerful elements 
including Chun and his family. Opposition parties also raised questions 
about the legitimacy of the Roh government, which they regarded as an 
extension of the illegitimate Fifth Republic. The “three Kims,” namely 
Kim Young Sam, Kim Dae Jung, and Kim Jong Pil, all unsuccessful can- 


3. Dong-A Ilbo, March 22, 1988. See also, Korea Newsreview, vol. 17, no. 13, March 26, 
1988, pp. 4-5. 

4. Chang-Hee Kim, “13-dae Chongsón Kyólkwa, Chólmyo han Sóntaek, Chólmyo han 
Kudo," Shindong-A, June 1988, p. 171. See also, Korea Newsreview 17:16, p. 5. 

5. A detailed analysis of major campaign issues is in Dong-A Ilbo, April 8, 1988. 
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didates for the 1987 presidential election, spearheaded the opposition cam- 
paign to expose the “corrupt nature of the ruling party.” President Roh 
appealed to voters to support the government party and thus aid him in 
carrying out his election pledges of continued economic and political de- 
velopment amid stability. The election, then, became another showdown 
between Roh Tae Woo and the three Kims. 

The opposition's attack on the ruling party for the scandals of the Fifth 
Republic heated up as election day drew closer. Contending that the DJP 
had been systematically abusing its politica] power, Kim Young Sam 
called for popular support of the RDP, saying that such massive irregulari- 
ties as were committed by leaders of the Chun government could have 
been avoided had there been a powerful opposition party. Meanwhile, 
Kim Dae Jung denounced the DJP for the Kwangju incident. Speaking at 
a rally in Kwangju, he demanded that the government reveal the truth of 
the incident and restore the honor of the victims as well as all Kwangju 
citizens. He called for a fact-finding investigation by a parliamentary task 
force after the election. Kim also demanded that property holdings of 
Chun Doo-Hwan and his relatives be made public “to clear mounting pub- 
lic suspicion."7 In a similar vein, Kim Jong Pil declared at a party rally in 
Seoul that the next National Assembly should invoke its investigative 
power to look into the Chun family's financial scandals. He criticized the 
Bovernment's announced measures of healing the wounds of the Kwangju 
incident as “well short of public expectation." 

To counter the opposition's criticisms, DJP Chairman Chae Mun Shick 
announced on April 6 that the major scandals of the Fifth Republic would 
be thoroughly reinvestigated after the election, although he charged that 
the opposition was exaggerating the facts. As for the opposition charge 
that the ruling party was using money to buy votes in the election, Chae 
promised that the DJP would do its best to make it the cleanest election in 
the nation's history. And the DJP chief spokesman, You Kyung Hyun, 
dismissed as “baseless” Kim Dae Jung's charge that the 1987 presidential 
election had been rigged with the use of computers. 

As the election entered its closing stage, the ruling party focused on 
“floating votes," again stressing the need for a DJP majority to ensure 
political stability, while the opposition parties lashed out in a chorus of 
complaints about alleged illegal campaign activities and hammered away 
at their earlier themes of corruption and wrongdoing in the Chun Doo 
Hwan government. In fact, several opposition parties and 'groups 


6. Korea Newsreview 17:15 (April 9, 1988), p. 4. 
7. Ibid., p. 5. 
8. Ibid. 
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launched a nationwide campaign in April to collect a million signatures to 
petition for an investigation of Chun and his wife. Kim Young Sam de- 
manded that President Roh conduct such an investigation, and he also 
called for an immediate end to what he contended were the government 
party’s illegal activities to utilize the local government infrastructure to 
mobilize voters on behalf of DIP candidates. Meanwhile, Kim Dae Jung 
expressed concern to voters in the Cholla provinces that President Roh 
was conspiring to secure more than two-thirds of the total parliamentary 
seats in order to renege on his earlier pledge to hold a referendum on his 
performance as president after the Seoul Olympics in the fall. Kim said 
that if Roh won an overwhelming victory in the coming parliamentary 
elections, he would use that as an excuse not to hold the referendum. Kim 
Young Sam, on the other hand, warned that the ruling party was trying to 
capture more than a two-thirds majority in a plot to revise the constitution 
to perpetuate its power through introduction of a parliamentary cabinet 
system of government. In his campaign, Kim Jong Pil declared that the 
NDRP would abolish the controversial Advisory Council of Elder States- 
men headed by former President Chun and the monthly neighborhood 
meetings called pansang-hoe. In a press conference at Puyo, Kim also 
pledged that his party would strive for the abrogation of all “undemo- 
cratic” laws and for improvement in the protection of human rights. Simi- 
lar pledges had been made earlier by the other two Kims. Candidates of 
the major opposition parties, in their own campaigns, generally echoed 
their leaders’ views on the main issues, while the DJP candidates took 
defensive postures on many issues in efforts to blunt opposition criticisms. 

To be sure, voters did not make their choices in the parliamentary elec- 
tion strictly on the basis of issues; other variables such as party identifica- 
tion and candidate orientation also played an important role. An opinion 
survey conducted jointly by a Sogang University and Hankuk Ilbo re- 
search team on April 1 showed that 38.696 of the respondents indicated 
“personal qualities and character of the candidate" as the most important 
criterion in making their choice, 20.2% mentioned “past contributions to 
the development of their electoral districts and their future promises and 
pledges,” and 16.5% said “the candidate’s commitment to democratiza- 
tion” was the most important. Only 11.4% said that the candidate’s party 
affiliation was the principal criterion.’ 

According to another survey conducted by the same team less than a 
week before the election, 26.1% now indicated that “personal qualities of a 
candidate” was their main criterion, 25.6% said it was the likelihood of a 
candidate’s contribution to democratic political development, and 17.8% 


9. Hankuk Ilbo, April 5, 1988. 
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said it was the likelihood of a candidate's contribution to political stability. 
The same survey found 40.1% of the respondents indicating they had not 
yet decided how to vote. Among those who had, 31.6% indicated support 
for the DJP candidates, 25.1% for the RDP, 20.9% for the PPD, and 
13.1% for the NDRP. Of the remainder, 4.9% said they planned to sup- 
port other minor party candidates or independents and 4.5% said they 
would abstain. 1° . 

On the eve of the election, numerous irregularities—threats and use of 
force, vote buying, spreading false rumors to defame opponents—were re- 
ported by candidates and supporters of both government and opposition 
parties. It was not a clean election, but it was one of the freest ever held in 
South Korea. 


The Election 

On April 26 a total of 19,853,890 out of 26,198,205 eligible voters, or 
75.8%, cast their ballots. The results stunned many who had predicted the 
government party's victory by an overwhelming margin. The DJP had 
won only 87 of the nation's 224 constituencies, against 54 for the PPD, 46 
for the RDP, and 27 for the NDRP. Independents won nine seats, and a 
candidate of the Hangyore Democratic Party was elected in South Cholla 
Province but quickly switched to the PPD. In the popular vote, the DJP 
garnered 34%, the RDP 23.8%, the PPD 19.3%, and the NDRP 15.6%. 
In a major upset, Kim Dae Jung’s PPD emerged as the largest opposition 
party, replacing archrival Kim Young Sam’s RDP. It swept all but one of 
the 37 seats in Kim Dae Jung’s home region, and 17 of the 42 seats in 
Seoul. The RDP was relegated to third place largely because of its lack- 
luster performance in Seoul and other cities except Pusan, Kim Young 
Sam’s political bastion. The NDRP chalked up a strong showing in Kim 
Jong Pil’s native South Chungchong Province (see Table 1). The three 
Kims, all candidates in the 1987 presidential election, were elected to the 
National Assembly after long absences. As the DJP failed to win a major- 
ity of the 224 electoral districts, it was awarded 38 of the 75 at-large seats 
under the proportional representation system, giving it a total of 125 of the 
299 seats in the National Assembly. Sixteen of the at-large seats were allo- 
cated to the PPD, 13 to the RDP, and 8 to the NDRP (see Table 2). 

There were more newcomers than incumbents among the winners: 167 
of 299 Assembly members, or 55.9% of the membership. Only 73 incum- 
bents were reelected from the 224 electoral districts, while 28 former 
lawmakers made comebacks. In addition, 64 winners of district seats were 
party bureaucrats. Thus, professional politicians filled 165 (73.7%) of the 


10. Ibid., April 23, 1988. 
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TABLE 1 Final Election Returns, Number of Seats Won by Parties in Special 
Cities and Provinces (1988) 


DJP PPD | RDP  NDRP Other Total 


Seoul 10 17 10 3 2 42 
Pusan 1 - 14 - - 15 
Taegu 8 - - - - 8 
Inchon 6 - 1 - - 
Kwangju i 5 - - - 5 
Kyonggi-do 16 1 4 6 1 28 
Kangwon-do 8 - 3 1 2 14 
Chungchongbuk-do 7 - - 2 - 9 
Chungchongnam-do 2 - 2 13 1 18 
Chollabuk-do - 14 - - - 14 
Chollanam-do - 17 - - 1 18 
Kyongsangbuk-do 17 - 2 2 - 21 
Kyongsangnam-do 12 - 9 - 1 22 
Cheju-do - - 1 - 2 3 
Subtotal 87 54 46 27 10 224 
Proportional 
representation 38 16 13 8 75 


Total 125 70 59 35 10 299 


SOURCE: Korea Newsreview, April 30, 1988, p. 7. 


district seats. Most of the newly elected had attended institutions of 
higher education, including eight who hold doctorates and 13 who are law- 
yers. At the time of the election, 102 members were in their fifties, 94 in 
their forties, 15 in their sixties, and 13 in their thirties. None of the 26 
female candidates was successful in winning a district seat, but six were 
elected at-large members under proportional representation. 

The voter turnout rate (75.896), relatively low compared to previous 
elections, was generally and substantially higher in rural districts. The 
voting rate was lowest in Seoul and other metropolitan areas, indicating 
that the pattern established in several elections held from 1963 to 1985 is 
continuing. In other words, the more urbanized a district, the lower the 
voter turnout has been. 

Insofar as partisan support is concerned, the so-called yóchon yado pat- 
tern (villages for the government, cities for the opposition) was clearly evi- 
dent, as it had been in all but one (1981) of the parliamentary elections 
held since 1963. Compared to the rural electorate, urban voters were gen- 
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TABLE 2 Results of the 13th National Assembly Election: Representation Rate 


Number of Seats Won % of Seats Won Representation* 
% Vote District At-large Total District Total Rate . 

Party (A) (B) (O (B+C) (D) (E) D/A E/A 
DJP 340 87 38 125 388 418 11 12 
PPD 19.3 54 16 70 .241 234 1.3 1.2 
RDP 23.8 46 13 59 20.5 19.7 0.9 0.8 
NDRP 156 27 8 35 121 117 0.8 0.8 
Minors 2.5 1 | 0 1 05 03 0.2 0.1 
Independent ^48 9 0 9 40 30 0.8 0.6 
Total 100.0 224 75 299 100.0  99.9** 


SOURCES: Compiled and calculated from election data reported in Dong-A. Ilbo, April 28 
through 30, 1988. 


*Percentage of seats divided by percentage of popular votes won by each party. 
**Does not total 100 due to rounding. 





erally younger, better educated,!! more critical about politics, and less vul- 
nerable to governmental pressures, and they provided more support to the 
opposition. The level of support for the government party was inversely 
related to the degree of urbanization: a 30.196 share of the vote for the 
ruling DJP in metropolitan and urban districts and 40.7% in semirural 
and rural districts. The only exception to this general pattern was Taegu, 
Roh Tae Woo's hometown, where the DJP garnered 48.4% of the vote 
and won all eight seats. With the opposition parties as a whole doing 
much better in urban and metropolitan districts and since there were more 
of these than rural and semirural districts (54% vs. 46%), the DJP's rela- 
tively good performance in rural and semirural districts was not sufficient 
to overcome the party's poor showing in more urbanized areas (see Tables 
3 and 4). 


Factors in the DJP Losses 
The DJP's stunning defeat not only shocked the nation but also aroused ' 
much speculation as to its causes. Some observers maintain that the party 
lost because of the introduction of the single-member district (SMD) sys- - 


11. Kap Yun Lee, “Chae 13-dae Kukhoe Uiwon Sónkó ae sé ui Tupyo Hyóngtae wa 
Minjuhwa,” paper presented at the first workshop on “Democratization in Korea: Problems 
and Prospects," sponsored by the Institute for Far Eastern Studies, Kyongram University, 
Seoul, July 1988, pp. 8-9. 
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TABLE 3 Percentage of Major Parties Vote by Type of District in the 1988 
National Assembly Election 


District Type DJP RDP PPD NDRP 
Metropolitan (77) 30.03 29.61 20.99 14.75 
Urban (44) 30.63 18.54 19.81 21.86 
Semi-rural (23) 40.49 26.55 16.42 9.82 
Rural (80) 40.37 18.05 17.13 17.51 
Nation (224) 33.97 23.91 19.27 16.49 


SOURCE: Calculated from Central Election Management Committee (ROK), Chae 13 dae 
Kukhoeuiwon Sónkó Chiyókku Hubocha-pyól Tukpyo Sanghwang (Seoul: Central Election 
Management Committee, 1988). 


TABLE 4 Percentage of the DJP's Vote and Seats Won by Type of District in the 
1988 National Assembly Election 


% DJP Number % DJP 
District Type (N) Vote of Seats Won Seats 
Metropolitan (77) 30.03% 25 32.5 
Urban (44) 30.63% li 27.3 
Semi-rural (23) 40.4996 11 43.5 
Rural (80) 40.37% 40 50.0 
Nation (224) 34.00% 87 38.8 


SOURCE: Same as Table 3. 


tem.!? Such a contention is untenable, however, when we analyze the rep- 
resentation rate of popular votes to seats (ie., the ratio between the 
popular vote and the seats won) of each party. As Table 2 indicates, the 
DJP's representation rate is 1.1, using seats won by popular vote, and rises 
to 1.2 when the at-large seats available under the proportional representa- 
tion are added, giving the DJP 41.8% of the total Assembly seats. The 
only opposition party that fared slightly better in the representation rate 
was the PPD, whose rate is 1.3 according to seats won in the popular vote, 
but when the at-large seats are added the overall representation rate drops 
to 1.2. The other two major opposition parties, the RDP and the NDRP, 
did not fare well in the representation rate—0.8 is the overall rate for both 
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based on total seats (see Table 2). It is clear that the SMD system favored 
the government party. Even with 3496 of the popular vote, the DJP could 
have won a majority of seats in the National Assembly, as the ruling Dem- 
ocratic Republican Party did in the 1963 general election under the SMD 
system,!? if the DJP votes were distributed somewhat differently among 
224 electoral districts. Thus, one cannot attribute the DJP's defeat to the 
introduction of the SMD system, but rather to cther factors. 

First, there was a desire among the voters to check the ruling party by 
strengthening the opposition in the National Assembly. The government 
party also failed to convince voters that a stable parliamentary majority 
was necessary. Although the DJP's Roh Tae Woo won the 1987 presiden- 
tial election with 36.7% of the popular vote, it was more a victory by 
default resulting from the disunity between Kim Young Sam and Kim Dae 
Jung, who between them won 55% of the popular vote. Although many 
were disappointed by the opposition's inability to close ranks both during 
and after the presidential election, the popular desire for democratization 
of the South Korean political system remained strong. To many voters, 
President Roh's announcement of his new cabine: in February 1988 was a 
disappointment, for it retained seven holdovers from the discredited Chun 
government. Cynical journalists quickly characierized the Roh govern- 
ment as “the 5.5th Republic,"!^ and under such circumstances the voters’ 
desire to check the government of the Sixth Republic was stronger than 
their willingness to give it a free hand. 

Second, the exposure of several major scandals and widespread corrup- 
tion in the Fifth Republic, all of which implicated Chun Doo Hwan and 
his family, not only alienated voters from the DJ? but also fueled a grow- 
ing popular concern about the need to investigate corruption and irregu- 
larities perpetrated by Chun and his cronies. Popular demand for an 
investigation became stronger, especially in the wake of the arrest of 
Chun’s younger brother in March 1988, and it was generally assumed that 
for an effective investigation the National Assembly had to be controlled 
by the opposition rather than the government, which retained many key 
power holders of the Fifth Republic. 

Third, the DJP's defeat should be attributed to the party's inability to 
draw the support of young and well-educated urtan voters. According to 
a study by Kap Yun Lee of Sogang University based on the opinion survey 
conducted by the Sogang team there was an inverse relationship between 


13. Eugene C. I. Kim, “The Meaning of Korea's 12th National Assembly Election," Korea 
Observer 16:4 (Winter 1985), p. 372. 

14. Chang-Hee Kim in Shindong-A. See also New York Times, March 27, 1988; John 
McBeth, "Rough Road Ahead,” FEER, March 3, 1988, p. 30; and John McBeth, “Problems 
of Power," FEER, March 10, 1988, p. 12. 
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the age of voters and their support for the DJP: the younger the voter, the 
less support for the government party. Furthermore, there was also an 
inverse relationship between a voter’s degree of education and support for 
the DJP: the more educated, the less support. Since 64.1% of voters in 
the urban districts are in their 20s and 30s with relatively more formal 
education (52.4% had more than nine years schooling) than their peers in 
rural areas (25.1% had more than nine years schooling), who constitute 
about 47% of the rural electorate,!? it is not too difficult to understand 
why the DJP lagged behind the opposition in metropolitan and urban dis- 
tricts. 

Fourth, the party's prospects were adversely affected by a number of 
blunders committed by its candidates and supporters. In an incident two 
days before the election in Andong, North Kyongsang Province, a DJP 
candidate was caught attempting to mail over 3,700 envelopes each con- 
taining 20,000 won ($28) to constituents.!© The incident shocked the 
nation, tarnished the government party's image, and undermined voter 
confidence in the DJP's assurances of an honest election. Another serious 
incident involved a report broadcast by a government-controlled local tele- 
vision station on Cheju Island claiming on the eve of the election that the 
DJP candidate was the “winner” in a local district. Apparently this report 
was taped during a rehearsal to acquaint anchormen with new computers 
to be used for live broadcasting of election returns and was not produced 
for actual use. Inadvertently, however, it was shown, giving credence to 
the opposition charge that the DJP was attempting to rig the elections by 
manipulating computers.!7 Undoubtedly, these shocking incidents did se- 
rious damage to the ruling DJP. Earlier, virtually all observers predicted 
that the DJP would win the election—as of April 18 it was projected to 
win 120 to 128 of the 224 district seats—but it ended up winning only 87 
seats. 18 

Last but not least, the DJP’s electoral fortunes were affected by a deep- 
ening sense of regionalism, a factor that always has been significant in 
South Korean politics in direct presidential elections. However, it was not 
an important factor in parliamentary elections until 1988 (see Table 5). 
Electoral districts for the National Assembly are small and most parlia- 
mentary candidates are closely tied to districts by birth or other linkages. 
Regional support for candidates was quite strong in the 1987 presidential 
election, particularly demonstrated by the voters of the Cholla provinces 
who gave Kim Dae Jung nearly 90% of the popular vote in the region. It 


15. Kap Yun Lee, workshop paper. 

16. Dong-A Ilbo, April 25, 1988, Washington Post, April 26, 1988. 

17. Washington Post, Wall Street Journal, and Hankuk Ilbo, April 27, 1988. 
18. Hankuk Ilbo, April 19, 1988. 
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TABLE 5 Percentage of the Vote and Seats Won by Parties in the Party Leader's Home City 
or Province 


Home % Vote % Seats Nation Nation 
Party and Leader City or Province (Home Region) (Home Region) (96 Vote) (% Seats) 
DJP* TAEGU: 48.4 100.0 34.0 38.8 
Roh Tae Woo North Kyongsang 51.0 81.0 
PPD* KWANGIU: 88.6 100.0 19.3 24.1 
Kim Dae Jung North Cholla 61.5 100.0 
South Cholla 67.9 94.4 
RDP* PUSAN: 54.1 93.3 23.8 20.5 
Kim Young Sam South Kyongsang 36.9 40.9 
NDRP* 
Kim Jong Pil South Chungchong 46.5 72.2 15.6 12.1 


SOURCES: Calculated from the election data reported in Central Election Management 
Committee (ROK), Chae 13 dae Kukhoeuiwon Sónkó Chiyokku Hubocha-pyól Tukpyo 
Sanghwang (Seoul: Central Election Management Committee, 1988). 

*DJP = Democratic Justice Party; PPD = Party for Peace and Democracy; RDP = 
Reunification and Democratic Party; NDRP = New Democratic Republican Party; minor 
parties are excluded from the analysis. 





is generally believed that Cholla region voters were resentful of discrimina- 
tory treatment of them in regional economic development and government 
personnel recruitment under the Park and Chun regimes,!? both of which 
favored the natives of the Kyongsang region. The victory of Roh Tae Woo 
aggravated the situation, for Roh, like Park and Chun, was a native of 
Kyongsang. Apparently that regionalism spilled over to the parliamentary 
election, as the four major candidates in the presicential race came to con- 
trol the four major parties. As the parliamentary campaigns heated up, 
nominees tried to utilize the coattail effects of their party's leader in a par- 
ticular region. 

The region-party alliance was most conspicuous in the Cholla provinces 
where Kim Dae Jung's PPD swept all but one of the 37 district seats. 
Indeed, it captured all five of Kwangju city's seats with an incredible 
88.6% of the vote. Since the winner of a minor opposition party joined the 
PPD immediately after the election, the PPD made a clean sweep of the 
Cholla region: 37 out of 37 seats contested. A somewhat similar situation 
developed for Kim Jong Pil’s NDRP, which won 13 of 18 seats in South 


19. An analysis of regionalism in Korean politics is provided by Wonmo Dong in “Region- 
alism and Electoral Politics in South Korea: A Comparative Analysis of the Direct Presiden- 
tial Elections of 1971 and 1987," paper presented at the annual meeting of the American 
Political Science Association, Washington, D.C., September 1988. 
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Chungchong Province, and in Kim Young Sam’s RDP, which won 14 of 
15 seats in Pusan. The RDP, however, did not fare quite as well in Kim’s 
native South Kyongsang Province where it won only 9 of 22 seats. Never- 
theless, the 23 seats the RDP won in Pusan and South Kyongsang repre- 
sented exactly one-half of the 46 seats it secured in the election. 

The DJP had a clean sweep in Taegu, Roh Tae Woo’s home city, where 
it captured all eight seats contested, the first time the government party 
had ever captured all the seats allotted to the city. In Roh’s native North 
Kyongsang Province, the DJP again did exceptionally well by winning 17 
of 21 seats. However, none of the other parties recorded as large a popular 
vote majority as did the PPD in the Cholla provinces. Regional voting 
resulted in the DJP's failure to win a single seat in the Cholla region. It 
captured only 2 of 18 seats contested in South Chungchong Province and 
only one seat in the city of Pusan. It did considerably better in South 
Kyongsang Province where it took 12 out of the 22 seats contested. In 
short, the DJP won only 15 of 78 seats contested in the three major opposi- 
tion leaders’ home regions. The lopsided support given by voters to native 
son-led opposition parties in the Cholla region, Pusan, and South 
Chungchong Province nullified many of the advantages the DJP was sup- 
posed to enjoy under the single-member district system.?9 


Conclusion 
From the foregoing analysis, a few basic conclusions can be drawn with 
regard to the 1988 parliamentary election in South Korea: First, the 13th 
National Assembly election has ushered in a new era of legislative politics 
in South Korea. Not only has the Assembly been significantly strength- 
ened to perform its constitutional functions as a legislature, but it is also 
free from the domination of the government party for the first time since 
the Republic was established in 1948. As a result of the so-called yóso 
yadae (small government party, big opposition) in the National Assembly, 
the government can no longer push any measure through without winning 
the support of at least one of the three major opposition parties. On the 
other hand, the opposition parties cannot push their legislative programs 
at will either, for there is no consensus or unity among them. Further- 
more, even if united on a particular bill, there is no guarantee that it will 
be enacted into law because the president can exercise his veto power. To 
override a presidential veto, the opposition needs to muster a two-thirds 
majority in the National Assembly, which is virtually impossible because 
the DJP controls more than one-third (41.8%) of the 299 seats. Thus, 
neither the government nor the opposition can enact any law unilaterally, 
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and unless there is compromise there will be political stalemate in the As- 
sembly. Although such a situation is not ideal either for the government 
or the opposition, it may provide a good training ground in the art of 
negotiation and compromise for South Korean politicians. Viewed in such 
a perspective, the election results may be regarded as a positive sign for 
political development in South Korea. The emergence of a powerful legis- 
lative opposition has brought about not only livelier and more active de- 
bates over policy issues but also effective checks against the executive 
branch, ending the Assembly's disgraceful reputation as a “maid” of the 
government. 

Second, the election outcome constituted a political setback for Roh Tae 
Woo, who won the presidential election with a 36.7% plurality in Decem- 
ber 1987. The general elections had been regarded as a key popularity test 
of Roh's new government, inaugurated on February 25, 1988. Without a 
stable majority in the National Assembly, it was apparent that Roh would 
face difficulties in pushing through his legislative programs. Control of the 
Assembly by the opposition parties also signaled rough sailing for the Roh 
government, as they vowed to bring to light all “irregularities” of the Fifth 
Republic. It is uncertain whether Roh could win a vote of confidence in 
the National Assembly without majority control, should he decide to seek 
such a vote. 

Third, the strong regionalism displayed by voters for the opposition par- 
ties led by the “three Kims” nullified whatever advantages the government 
party might have enjoyed under the single-member district system. Under 
the SMD system, it is quite possible for the DJP to win a majority in the 
National Assembly with 3446 of the popular vote. In the 1963 parliamen- 
tary election under the SMD system, the government party (Democratic 
Republican Party) won a two-thirds majority of the Assembly seats with 
33.5% of the popular vote. The DJP's failure in 1988 should be attributed 
primarily to the region-party alliance that adversely affected the party's 
fortunes in important regions and caused it to lose its normal share of seats 
in these regions. 

Fourth, in terms of electoral participation and partisan support, the 
1988 elections did not deviate from traditional patterns. With the higher 
voter turnout rate and greater support for the government party in rural 
areas, the pattern of yóchon yado (villages for the government party, cities 
for the opposition) remained in effect in the 13th National Assembly elec- 
tion as has been the case with most of the parliamentary elections in South 
Korea since 1963. 

Fifth, in terms of the implications of the 1988 elections for the future of 
the South Korean political party system, one can say that it has resusci- 
tated the political lives of the “three Kims" who have emerged as the lead- 
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ers of three major opposition parties in the National Assembly and who 
plan to run again for the presidency in 1992. To a great extent, therefore, 
party politics in South Korea in the next four years, both within and 
outside the National Assembly, will be shaped largely by “one Roh and 
three Kims.” : 

Finally, the opposition’s control of the majority in the parliament will 
help the process of democratization of the country’s political system. 
Under the leadership of opposition parties, a series of parliamentary inves- 
tigations have been conducted since the fall of 1988, which have not only 
exposed the corrupt nature of the Chun government, but also the incredi- 
ble abuse of power by Chun and his powerful lieutenants under the Fifth 
Republic (1980-1988). As the demand intensified for the trial and punish- 
ment of these officials, including Chun and his wife, the former president 
was compelled to return some $20 million worth of assets to the govern- 
ment along with an apology to the people of South Korea in a nationally 
televised speech. Furthermore, as a result of the investigations, numerous 
Chun cronies and relatives were arrested and indicted, developments that 
would not have been possible if the National Assembly were controlled by 
the DJP which still has many powerful former lieutenants and followers of 
Chun among its members. Undoubtedly, the investigations have contrib- 
uted to strengthening South Koreans’ determination not to repeat the 
same mistakes by allowing the emergence of a dictatorial regime, but to 
strive for the development of a democratic political system which can ef- 
fectively check the abuse of power by government leaders. 





AFGHANISTAN AND GORBACHEV’S 
GLOBAL FOREIGN POLICY 





Tad Daley 





It was not so long ago that the Soviets appeared to be 
mired down in Afghanistan, unable to completely eradicate the mujahedin 
resistance no matter how hard they tried. But this was far from saying 
that the USSR was prepared to withdraw. The costs of leaving, and pre- 
sumably allowing its communist puppet regime to go down to defeat at the 
hands of the rebels, were so large as to be beyond contemplation. A Soviet 
departure would mean the loss of all the geostrategic benefits Moscow had 
gained by its invasion. The Kremlin’s abandonment of the People’s Dem- 
ocratic Party of Afghanistan (PDPA) government would produce adverse 
reactions from every other Soviet client regime on the planet. It might 
have dangerous repercussions in the Muslim areas of Soviet Central Asia 
across Afghanistan’s northern border. There would be the ideological 
implications of history’s first fall of a communist regime. Most of all, 
withdrawal would mean enormous international humiliation, a tangible 
demonstration of the USSR’s inability to impose its will on a small and 
backward land on its own border. 

But the Gorbachev leadership decided to exit just the same, and com- 
pleted its withdrawal on schedule on: February 15. This can only mean 
that the costs of leaving, enormous as they may be, came to be exceeded by 
the costs of staying. At first blush this is perplexing, because it is not en- 
tirely clear what had changed. ‘Although the military situation began to 
shift significantly to the opposition's advantage in late 1986, it had long 
been widely agreed that the conflict's military and financial costs, though 
not trivial, hardly strained the capabilities of a superpower such as the 
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USSR. And the political costs that the international community was will- 
ing to impose on Moscow for its continued presence were neither partic- 
ularly high nor increasing under the new general secretary’s tenure. If 
anything, the opposite was the case, as Moscow found that significant 
progress was possible in both arms control and the overall Soviet-Ameri- 
can climate despite the Afghan occupation. But the Gorbachev leadership 
is pursuing both foreign and domestic policy agendas radically different 
from those of its recent predecessors, and thus assesses the costs of staying 
and leaving in fundamentally different ways. The costs of staying in 
Afghanistan did not come to exceed the costs of leaving because of any 
dramatic changes in the tangible costs of the occupation. What changed 
instead was the new Soviet leadership’s perception of the nature of those 
costs themselves. 


The Diminishing Prospects of Victory 

The Soviet Union was not “losing” the war in Afghanistan. The Soviet 
and Afghan armies had clearly failed to win, because they had failed to 
eradicate the resistance and extend the writ of the PDPA regime over the 
entire country. But losing would imply that the mujahedin rebels had the 
Soviet and Afghan armies in retreat and were about to march into Kabul 
and topple the government. They were not. Although the rebels may have 
controlled more than 75% of the countryside, it was clearly within Mos- 
cow’s power—at about the same level of commitment—to maintain the 
PDPA regime’s control of the capital and most of the. other major cities 
and highways, as well as at least nominal authority over the country. But 
by late 1986 it had become clear to the Gorbachev leadership that it was 
not going to succeed at creating and maintaining a regime in Kabul with 
even a trace of legitimacy, viability, or, most importantly, survivability. 
The Soviets had initiated large-scale offensive assaults against the rebels 
with massive firepower. They had tried repeated attacks against resistance 
sanctuaries and supply lines inside Pakistan, the assassination of key 
mujahedin figures in Peshawar, even a “national reconciliation” plan that 
would have included opposition participation in a post-Soviet coalition 
government. Yet the PDPA regime was less securely established than 
ever. ! 


1. Much of my material on the course of the Afghan conflict is taken from Alexander 
Alexiev, The United States and the War in Afghanistan, RAND Corporation, P—7395, Janu- 
ary 1988; Zalmay Khalilzad, “Afghanistan: Anatomy of a Soviet Failure,” National Interest, 
Summer 1988, pp. 101-108; Don Oberdorfer, “Afghanistan: The Soviet Decision to Pull 
Out,” Washington Post, April 17, 1988, p. Al; and Marin Strmecki, Book Reviews, Washing- 
ton Quarterly, Summer 1988, pp. 227-32. 
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Soviet counterinsurgency operations had improved dramatically by 
1986, and there were some indications that they were finally beginning to 
turn the military tide against the rebels. Specially trained air-assault forces 
were carrying out more and more successful attacks against guerrilla 
strongholds, undermining resistance morale, and while the brutal depopu- 
lation campaign in the countryside increased hostility toward the Soviet ` 
occupier, it did succeed in its intention of virtually destroying the 
mujahedin logistics structure. Both of these tactics, however, were criti- 
cally dependent on unchallenged air supremacy, and that was dealt a ma- 
jor blow by the introduction of hand-held American Stinger antiaircraft 
missiles in the fall of 1986. Before long the missiles had destroyed several 
hundred Soviet aircraft, and the Soviet army was reduced to conducting 
air operations only at night, at very high altitudes, and far away from any 
areas suspected of harboring the potent weapons. The previously invulner- 
able helicopter gunships were literally removed from the war. Other mili- 
tary variables were moving in the mujahedin's favor as well. The British 
Blowpipes, no longer needed for their intended antiaircraft mission, were 
employed instead against Soviet tanks with deadly accuracy. The addition 
of Chinese long-range 122mm artillery enabled the rebels to directly attack 
Soviet and Afghan army garrisons. 

Several discouraging political factors were also evident to the 
Gorbachev leadership. The PDPA maintained an extremely narrow base 
of support inside the country and seemed unable to eliminate the factional- 
ism that had split the party since its inception in 1965. The mujahedin on 
the other hand had begun to show signs of greater unity and cohesion, 
with consequent improvements in combat effectiveness. The United States . 
retained a strong bipartisan consensus for continued aid to the rebels, al- 
most certain to continue into the next presidential administration. The 
Chinese appeared likely to continue their assistance as well, and Pakistan, 
despite extensive Soviet attempts at intimidation and bullying, had man- 
aged to maintain both its support for the Afghan resistance and its own 
internal cohesion. 

All of these developments diminished the prospects for a conclusive vic- 
tory over the resistance. The possibility that the Soviet army would ever 
be able to depart from Afghanistan and leave behind a secure PDPA re- 
gime became more and more remote. Sometime in 1987 it became clear to 
the Gorbachev leadership that it faced a choice between withdrawal and a 
virtually permanent occupation. Let us examine then the 1987 balance 
sheet from Gorbachev's desk in the Kremlin—first at the costs of leaving, 
and then at the costs of staying on indefinitely. 
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The humiliation of failure. The Soviet Union demonstrates by with- 
drawal that it is incapable of maintaining its position in an area of vital 
national security interest. In Afghanistan the Soviet Union failed to 
demonstrate either its vast military power or its ability to use that power as 
a political instrument. The ten-foot-tall Soviet soldier will no longer loom 
so large in the minds of Moscow’s adversaries. 

There is little question that the Vietnam withdrawal produced extraordi- 
nary international humiliation for the United States. But in the Soviet case 
the damage is immeasurably compounded by Afghanistan’s geographical 
contiguity to the USSR. We all remember the wrenching final scene in 
Saigon: U.S. army helicopters evacuating those few they could save from 
the roof of the American embassy. But imagine if that had taken place in 
Mexico City, or Tijuana. Soviet Deputy Foreign Minister Yuli M. Voron- 
tsov, the USSR’s chief negotiator at the Geneva sessions was apparently 
haunted by parallels between the Afghan withdrawal and the U.S. depar- 
ture from Vietnam, repeatedly making statements like, ‘““We’re not going 
to have a solution that leaves us with our last people leaving Kabul on the 
struts of helicopters."? Finally there is the suggestion that Afghanistan is 
only the first step in a larger retreat and that the Soviet Union is unmistak- 
ably and, perhaps irreversibly, a superpower in decline. The perception 
that Gorbachev is presiding over the dismantling of the Soviet empire can 
only serve to diminish Soviet prestige, stature, and international political 
power. 


Geostrategic position. The most basic geostrategic sacrifice resulting from 
the Soviet withdrawal is the Soviet position in Afghanistan itself. A 
decade ago Moscow had a tightly aligned Marxist-Leninist client regime 
on its sensitive southern border. Although the nature of what will follow 
is still very unclear, post-Soviet Afghanistan is likely to be profoundly na- 
tionalistic, passionately Islamic, and viscerally anti-Soviet for the foresee- 
able future. An adversarial Afghan state on its southern border will be an 
unprecedented setback for Moscow because Afghanistan has maintained a 
stubborn neutrality throughout its history, turning back repeated attempts 
by both Czarist Russia and British India to exercise hegemony over it. 
Withdrawal also means the loss of all the regional geostrategic benefits 
that Moscow had gained by its military presence astride the eastern flank 
of Iran and the western flank of Pakistan, not 300 miles from the Arabian 
Sea and the Persian Gulf. While it almost certainly overstates the case to 
identify a drive for “South Asian hegemony” or “warm-water ports" as 
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the motive for the invasion, it is undeniable that the occupation enhanced 
Soviet geostrategic capabilities in the region with regard to Iran, the Per- 
sian Gulf, Pakistan, India, and China. The Soviet leadership knew that its 
presence in Afghanistan provided an improved regional geostrategic posi- 
tion, and a greater ability to exploit, politically and militarily, whatever 
opportunities might arise in the region. But withdrawal sacrifices all of 
that. 


Client credibility. The ruling officials in Cuba, Vietnam, South Yemen, 
Ethiopia, Angola, Nicaragua, and even Eastern Europe are undoubtedly 
watching the unfolding of events in Afghanistan very closely. Unless the 
Soviets try to evacuate thousands of Afghan communists before the prob- 
able collapse of the regime, the mujahedin, after marching into Kabul, 
may well try to hunt down and execute every last PDPA member in the 
country. Imagine the effect this would have on authorities of client re- 
gimes, especially second- and third-echelon types who would see the full 
implications of what is meant by “abandonment.” Opposition forces in 
these Soviet client states, on the other hand, are likely to be emboldened by 
this display of Soviet unreliability. Even worse, while both regime and 
resistance elements in Soviet bloc client states would have perceived Mos- 
cow as unwilling if the Kremlin had let the PDPA regime tumble in De- 
cember 1979, withdrawal now portrays the Soviets as not unwilling, but 
unable to guarantee their allies’ security in every contingency. 

The result for the Kremlin is the image of an unreliable patron and a 
loss of credibility among its clients. Many may begin to look elsewhere for 
more reliable or at least more diversified support, or else threaten to do so 
in order to extract greater concessions and commitments. Even more 
likely to demand increased tribute in order to stay on board are non- 
communist quasiclients such as Syria and Libya, which are in somewhat 
the same position as Egypt in the mid-1970s when it actually did jump the 
Soviet ship. 

One of the central thrusts of Gorbachev's Third World policy appears to 
be a desire to reduce the flow of rubles to the several Marxist/Leninist 
economic failures that lack both legitimacy and an overriding importance 
in the larger international arena? But insignificant as these countries may 
be, the tangible blow to Soviet prestige would be enormous in the wake of 
the Afghan retreat if an Angola or an Ethiopia, let alone a Cuba or a 
Vietnam, were to “switch sides" as Egypt did. Gorbachev especially could 
not afford such a development, since it would strengthen the arguments of 
his internal rivals that his policies were leading to the dismantling of the 
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Soviet empire. The Soviet Union may thus be forced to sizably increase 
rather than decrease the level of its client commitments as a result of the 
Afghan withdrawal. It would not be the first time in superpower-client 
relations that the tail has wagged the dog. 


The danger of fundamentalist spillover. The Afghan withdrawal is not 
likely to enhance the long-term stability of Muslim Soviet Central Asia, 
which many regard as the most serious long-term threat to the cohesion of 
the USSR itself. The Soviet failure to defeat the mujahedin rebels demon- 
strates to Soviet Central Asian Muslims that the Soviet army is not invinci- 
ble, and more particularly, that it is not capable of vanquishing 
impassioned Muslim holy warriors fighting for their national indepen- 
dence. Furthermore, the withdrawal raises the specter of a second fiercely 
anti-Soviet Islamic regime on the borders of Soviet Central Asia. Some of 
the more fundamentalist mujahedin commanders have talked of extending 
the jihad to Samarkand and Bokhara, deep inside the USSR,* and the 
rebels have indeed conducted a number of small hit-and-run operations 
inside the Soviet Union during the last few years.5 The Soviet departure 
from Afghanistan could well make the long-range dangers in Soviet Cen- 
tral Asia not so long range. 

The dangers of instability in the Soviet Muslim regions, however, should 
not be overstated. Despite the tumultuous events in both Iran and Af- 
ghanistan during the last decade, little evidence of fundamentalism has 
appeared in predominantly Sunni Central Asia. In addition, an indefinite 
Soviet occupation could also have exacerbated Central Asian tensions over 
the long term. Soviet Uzbeks and Tadjiks would be unlikely to remain 
complacent indefinitely, especially in the glasnost era, as they observed 
both the decimation of their kinsmen across the border and the loss of 
their own sons on the Afghan battlefields. 

Soviet authorities may not even see much likelihood of a fundamentalist 
regime coming to power in Afghanistan. In July 1988 Major General Kim 
M. Tsagolov, a senior Soviet army adviser who spent two lengthy tours 
inside Afghanistan, said that he did “not have confidence” in the Afghan 
government's ability to maintain power after the Soviet withdrawal, and 
that “Islamic fundamentalists could in all likelihood come out ahead."6 
But Literaturnaya Gazeta Afghanistan correspondent Aleksandr Prokha- 
nov, in a landmark article arguing that the PDPA's abandonment of so 
many of its own original communist goals meant that it no longer deserved 


4. Economist, June 25, 1988, p. 16. 

5. Harry Gelman, The Soviet Military Leadership and the Question of Soviet Deployment 
Retreats, RAND Corporation, R-3664—AF, November 1988, p. 42. 

6. Ogonyok (Moscow), July 23, 1988, pp. 25. 
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Soviet support, still maintained that in 80% Sunni Afghanistan, “funda- 
mentalism of the Iranian type is impossible . . . the country will not accept 
it.” He was convinced that there would be “no threat of the appearance 
on the USSR's borders of an extremist Moslem regime, ready to transfer 
its propaganda and practices to the territory of our Central Asian repub- 
lics.””7 E E ah 
Still, the Soviet Central Asian republics are not the only areas in the 
USSR with the potential for major religious or ethnic unrest. We have 
seen much greater turmoil during the past two years among the Tatars, in 
the Baltic republics, the Ukraine and Georgia, and most especially in the 
Armenian-Azerbaijani conflict. It is difficult to predict the effect of the 
Soviet departure on these other flashpoints, but it is probably safe to say 
that an admission of failure against forces fighting for their national inde- 
pendence, as opposed to the firmness of staying the course, will not serve 
to weaken these regional ethnic tensions. 


Ideological implications. The Soviet departure from Afghanistan is likely 
to bring history's first fall of a Marxist-Leninist regime, and the first rever- 
sal of the supposedly inexorable Marxist-Leninist wheel of history. The 
writings of Karl Marx suggest that there will never be any turning back 
after the success of the workers' revolution, and the Brezhnev Doctrine 
asserted that the USSR had the right and the duty to protect and defend 
the gains of socialism wherever they might be threatened. Withdrawal 
thus calls into question the ostensible premise of all Soviet international 
activity —that the growth of the world socialist system is a one-way ratchet 
wrench, that world communism is the wave of the future, and that the 
purpose of Soviet foreign policy is to advance that historical destiny. 

But the damage here may be easily manageable, and have little tangible 
impact on the Soviet international position. It is not so clear that a 
“Marxist-Leninist wheel of history," as opposed to a strictly Marxist one; 
is necessarily all that irreversible.5 The regime of Lenin and his succes- 
sors, guided by Lenin's prudent principle of “two steps forward, one step 
back," has always been very pragmatic, willing to compromise, and amen- 
able to tactical retreat, as at Brest-Litovsk after World War I and Manchu- 
ria, northern Iran, Finland, and Austria after World War II. 

In addition, Soviet commentators have begun to claim that Afghanistan 
was nowhere nearly ready for socialism when the PDPA regime came to 
power in April 1978 and that it has never at any time been a truly Marxist- 
Leninist state. *[Was a] socialist political structure really possible," in- 


7. Aleksandr Prokhanov, “Afghan Questions," Literaturnaya Gazeta (Moscow), February 
17, 1988, p. 9. 
8. My thanks to Frank Fukuyama for drawing this distinction. 
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quired Prokhanov, “in a country consisting of innumerable tribes, no- 
madic peoples, agglomerations, chieftains, and satraps? ... In this 
medieval mash . . . a plan was conceived to build a socialist edifice on 
that swampy bog."? Here General Tsagolov agreed, claiming that “what 
happened . . . on April 27, 1978, was a military coup, which had the po- 
tential to turn into a national-democratic revolution. Unfortunately, that 
did not happen."!9 Moreover, in Prokhanov’s view the PDPA had given 
up on almost all of its original revolutionary objectives. (Never mind that 
this had taken place at Soviet insistence, in an attempt to create a modi- 
cum of national legitimacy for its client in Kabul) The Afghan regime 
had instead proclaimed its faith in Islamic traditions, disavowed its own 
monopoly on power, and completely ceased discussion about the construc- 
tion of a socialist society. “Taken together, all this makes it possible to say 
that the original goals proclaimed by the PDPA have not been achieved. 
The party itself . . . has renounced them." So if there wasn't a true 
Marxist-Leninist regime in Kabul to defend, "the presence of Soviet troops 
in the country /oses its point. Their departure is inevitable and logical" 
(emphasis added). !! 

We are likely to see arguments of this sort again following the probable 
fall of the Afghan regime. Such an event will refute neither the irreversi- 
bility of socialism nor the Brezhnev Doctrine if the Democratic Republic 
of Afghanistan is seen as never really having been socialist to begin with. 
Post hoc rationalization, to be sure, but perhaps the argument will be suffi- 
cient to prevent a wholesale questioning or repudiation, either inside or 
outside the socialist world, of the fundamental tenets of Marxist-Leninist 
historical determinism. 


The Costs of Staying 


The humiliation of failure. Although the decision to withdraw from Af- 
ghanistan involved a good deal of humiliation in its own right, a continua- 
tion along the same course would undoubtedly have diminished the image 
of Soviet strength as well. When the actor in question is a superpower, 
there may not be a great deal of difference between “failing to win" and 
"losing." The image of a frustrated giant trapped in a quagmire by Lil- 
liputians is not one of a great superpower in command. What would be 
the credibility of one's national power when after 10 years of military en- 
gagement in a border client state—and perhaps 10 or 20 more—a rebel 
insurgent movement stubbornly persists in controlling more than three- 


9. Prokhanov, "Afghan Questions," p. 9. 
10. Ogonyok, July 23, 1988, p. 26. 
11. Prokhanov, "Afghan Questions, p. 9." 
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fourths of the country? Which would more greatly diminish the stature of 
the ten-foot-tall Soviet fighter—leaving the ring altogether or remaining in, 
forever unable to knock out a decidedly weaker opponent? The Soviet in- 
ability to achieve victory as the war dragged on interminably would in the 
long run have humiliated Moscow at least as much as withdrawal and 
admission of defeat. The frequent observation that guerrillas win if they 
do not lose and conventional armies lose if they do not win turns out to be 
fully applicable to Afghanistan. 

There is also the issue of what accountants call “discounting.” With- 
drawal pays its costs up front, takes them now, end gets them out of the 
way, while staying the course continues to incur penalties over an indefi- 
nite future. It is the choice between the sharp painful lancing of an open 
gash on the one hand, or allowing a “bleeding wound” to slowly drain 
one’s vitality on the other. 

Finally, there is the question of the quality of one’s judgement. It was 
often said that the Vietnam War’s greatest cost to the United States was 
simply the international skepticism about the wisdom of our national pur- 
pose—to pour so much blood and treasure into such a far-off conflict, 
seemingly so distant from our core national security interests. To stay on 
in Afghanistan indefinitely would show a similar lack of judgement and 
the lack of a clear-headed understanding of the USSR’s own vital interna- 
tional interests. It would betray a fatal inability to recognize a losing 
hand, to decisively cut one's losses, and to husband one's national strength. 


Other client conflicts. It was often said that the financial costs of Afghani- 
stan for the Soviet Union were relatively small and easily within the pa- 
rameters of what a superpower could bear. But viewed in the larger 
context of the whole of Soviet client obligations, the economic costs begin 
to look greater. The USSR currently subsidizes no less than five client 
regimes engaged in civil wars with local resistance forces: Afghanistan, 
Ethiopia, Angola, Nicaragua, and Vietnam in its occupation of Cambodia. 
One of the main thrusts of Gorbachev’s emerging Third World policy 
seems to be a hard-headed budgetary austerity, questioning whether the 
benefits of subsidizing weak, illegitimate, Marxist-Leninist basket cases ex- 
ceed the enormous economic costs. “At times . . . [we] provoked enor- 
mous material investments in hopeless foreign policy projects,” according 
to Soviet Foreign Minister Eduard Shevardnadze. “The main thing is that 
the country not bear additional expenses in connection with the need to 
maintain its defense capability and protect its legitimate foreign policy in- 
terests.” 12 


12. “At the Ministry of Foreign Affairs of the USSR: Speech by E. A. Shevardnadze” 
(June 27, 1987), in Vestnik Ministerstva Inostrannykh Del SSSR, no. 2, August 26, 1987, p. 


TAD DALEY 505 


The Gorbachev leadership then hopes that the Afghan agreement will 
serve as a precedent for settling other regional disputes (though by no 
means necessarily involving relinquishment of power by the Soviet client 
regimes). Shevardnadze emphasized this theme during the Afghan negoti- 
ations. “We .. . regard the Geneva agreements,” he said upon his arrival 
for the signing of the accords, “as the first example of a peaceful solution of 
regional conflicts on the basis of principles of new political thinking” (em- 
phasis added).!? Gorbachev himself concluded his major February 1988 
statement on Afghanistan by claiming that “when the Afghan knot is un- 
tied, this will have a very profound effect on other regional conflicts as 
well" The general secretary claimed that these “bleeding wounds," the 
same term he had used to describe Afghanistan in his speech to the 27th 
Party Congress in February 1986, "mean pain not only for the peoples 
directly involved but for everyone, whether in Afghanistan, in the Middle 
East, in connection with the Iran-Iraq war, in southern Africa, in 
Kampuchea, or in Central America. ... Which conflict will be overcome 
next? It is certain that more resolutions will follow."!^ Soviet hopes on 
this score appear to be well founded, as major progress has been made in 
the past year toward a final end to the war in the Persian Gulf, an extrica- 
tion of the Vietnamese forces from Cambodia, and a settlement of the 14- 
year-old conflict in Angola. 


Sino-Soviet relations. Moscow's long pursuit of the military encirclement 
of the People's Republic of China was largely completed in the last decade 
with the occupation of Afghanistan to China's west, the steady Soviet 
assistance in the buildup of Indian military power to China's southwest, 
and the entrenchment of a reliable Soviet client regime and Soviet bases in 
Vietnam to China's south. Afghanistan's geostrategic importance, how- 
ever, is in reality limited with regard to China. The Soviet presence theo- 
retically created an ability to sweep eastward across northern Pakistan and 
Indian Kashmir deep into western China, perhaps in conjunction with In- 
dian forces. But China's western flank is not only virtually empty, but 
heavily mountainous and exceedingly difficult to traverse—not unlike Af- 
ghanistan. In the event of a Sino-Soviet conflict, Beijing would like noth- 
ing more than to mire down several dozen Soviet divisions in barren 
Xinjiang or Tibet. The absence of significant westward Chinese troop re- 


31, quoted in Stephen Sestanovich, "Gorbachev's Foreign Policy: A Diplomacy of Decline,” 
Problems of Communism, January-February 1988, pp. 3, 5. 

13. TASS, April 14, 1988, in Foreign Broadcast Information Service, Daily Report: Soviet 
Union (hereinafter FBIS-SOV), April 14, 1988, p. 18. 

14. "Statement on Afghanistan by M. S. Gorbachev, General Secretary of the CPSU Cen- 
tral Committee,” Pravda, February 9, 1988, in Current Digest of the Soviet Press (hereinafter 
CDSP), 40:6, p. 3. 
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deployments in the wake of the Afghan invasion attests to the minimal 
military benefits that Afghanistan created for the Soviet Union against the 
PRC. : 

Beijing, however, still long identified Afghanistan as one of the "three 
obstacles" to the "normalization" of Sino-Soviet relations, along with the 
massive Soviet military presence on China's northern frontiers and Mos- 
cow's support for the Vietnamese occupation of Cambodia. The real 
threat that China perceived in the Soviet occupation of Afghanistan was 
the threat to China's good friend and only ally in the region, Pakistan. 
The enormous improvements in Sino-Soviet relations during the past year, 
which culminated in the first summit between the two communist giants in 
three decades with Gorbachev's May visit to Beijing can be fairly attrib- 
uted to significant Soviet movement on all three of the "obstacle" issues. 
But it is to say the least an open question as to whether the summit would 
have taken place if the Soviet army were still destroying Afghan villages 
and hunting down mujahedin rebels throughout the Afghan countryside. 


The Islamic world. The Muslim nations outside the Soviet Union cannot 
help but feel immense satisfaction at the knowledge that it was Islamic 
Jihad that expelled the Soviet army from Afghanistan, and will in all likeli- 
hood bring about history's first fall of a communist regime. But because 
the entire Islamic world has vociferously and consistently condemned the 
Soviet occupation from its outset, withdrawal ought to enhance Moscow's 
possibilities for improvement in its relations with Muslim nations from 
Morocco to Indonesia. Especially promising are the prospects for a long- 
sought Soviet role in the Middle Eastern peace process, the possibility of 
establishing diplomatic relations with Saudi Arabia, and the opportunity 
for improvement of relations with Iran, the major geopolitical prize in the 
region, especially in the.context of the present acrimonious state of 
Iranian-American relations. 


Effects on the Soviet military. Many observers have noted that the war in 
Afghanistan gave the Soviet military its first actual combat experience 
since World War II, experience that can only enhance the combat effec- 
tiveness of any national military force. But there must come a time when 
any army reaches a point of diminishing returns on this score. In addition, 
the presence of the Soviet forces in Afghanistan was beginning to have 
strong negative effects on the Soviet armed forces as a whole, including 
widespread drug use and drug addiction, low morale, smuggling and cor- 
ruption, tensions often escalating to brawls between Soviet soldiers of dif- 
ferent ethnic backgrounds (especially Slavs and Central Asian Muslims), 
and even desertion, despite the accounts of horrible atrocities inflicted on 
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Soviet POW’s by their mujahedin captors.!? Back in the Soviet Union, the 
desire to avoid service in Afghanistan had produced significant draft eva- 
sion, and an explosion in the market found in any national military force 
of “assignment peddling.” Antimilitary sentiments also surfaced, ques- 
tioning military values, privileges, professionalism, and competence, much 
like those expressed in the United States during the Vietnam conflict. 

All of these developments derived directly from the frustrating nature of 
the conflict in which the Soviet forces found themselves. Perhaps most 
dangerous was the probable long-term effect of a seemingly endless war— 
without either clear objectives or clear prospects of victory—on the mo- 
rale, commitment, and fighting spirit of Soviet military personnel. As the 
Afghan war dragged on, these dangerous tendencies could have been ex- 
pected to grow. If allowed to continue, they could have spread throughout 
the Soviet military, and significantly impaired the discipline and effective- 
ness of the USSR's armed forces worldwide. 


Gorbachey's domestic agenda. In the West it is often assumed that Soviet 
leaders make little attempt to garner popular support for their policies 
since they are not dependent on that support for the maintenance of their 
positions. But popular support seems to be one of the chief elements the 
Gorbachev leadership is seeking in order to accomplish its ambitious do- 
mestic program. The new Soviet leaders knew that their policies of eco- 
nomic reform and societal transformation would engender widespread elite 
opposition. They therefore appear to be going "directly to the people,” 
first in appealing for support by criticizing those things that have alienated 
the ordinary Soviet citizen (shoddy and unavailable consumer goods, ex- 
cessive regulation by inflexible bureaucrats, etc.), and then by increasing 
the visibility and power of that support through the policy of glasnost. 

But the absence of the painful issue of Afghanistan from the arena of 
open public discussion had produced considerable skepticism about the 
reality of the new policy. “Today, when we are living in a strengthening 
atmosphere of openness," complained an Jzvestia commentator in May 
1988: 


the supersecrecy with which the Afghan drama has been surrounded from the 
very start is evoking special internal protest and indignation.... Thousands of 
people have been wounded by the fact that a great deal has been hidden from 
them. ... A country whose sons by no means always returned from the battle- 
fields couldn't even openly honor their memories. . . . What was the point of 


15. Alexander Alexiev, Inside the Soviet Army in Afghanistan, RAND Corporation, 
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this lack of openness? . . . Doesn't what happens there, far from our homes, 
affect the daily life of all Soviet people?!9 


It rapidly became clear to the Gorbachev leadership that if the new policy 
of expanded press freedom were to maintain its credibility, the reality of 
the war in Afghanistan could not remain concealed, and since 1986 the 
Soviet media have published increasingly open accounts of both the course 
of the Afghan conflict and the nature of the Soviet occupation. These ac- 
counts have revealed a widespread public loathing toward the war. One of 
the most bitterly resented aspects, one not unfamiliar to Americans in the 
wake of Vice-President Quayle's difficulties following his nomination, is 
the exemption from service obtained by those with the requisite “connec- 
tions.” One letter to the editor complained that “the war in Afghanistan 
would have ended by now if, along with the sons of workers [and] collec- 
tive farmers . . . the children of our leaders had been sent there. But 
they're being spared . . . they aren't sent to war."!? Writer Kim Selikhov, 
after several visits to the Afghan front over the years, observed that “those 
who serve here are primarily children of workers and peasants. To my 
surprise, in the units that I have visited in recert years I have rarely met 
any grandchildren or children of writers, cultural figures or high-ranking 
executives." 18 

About 700,000 Soviet soldiers have served in Afghanistan at some time 
during the past nine years, so millions have friends or relatives who have 
been touched by the war. By the end of 1987 nearly half of the urban 
adults in the USSR were definitely opposed to the presence of Soviet 
troops in Afghanistan, while less than a quarter still clearly supported the 
Soviet expedition.!? Gorbachev himself reportedly emphasized the “in- 
creasing internal pressure" against the occupation inside the Soviet Union 
when he met with Afghan leader Najibullah in Moscow in November of 
1987.?? The continuation of this prolonged and unpopular conflict would 
likely have brought the Gorbachev leadership not the popular support it 
needs, but disillusionment and alienation. Glasnost would have allowed 


16. Albert Plutnik, “If Only There Isn't a War: The People Always Crave Peace and 
Tranquility,” Izvestia, May 9, 1988, in CDSP, 40:19, p. 12. 
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18. Kim Selikhov, "Afghanistan: On a Difficult Path," Literaturnaya Gazeta, October 14, 
1987, p. 14. 

19. Radio Free Europe/Radio Liberty Soviet Area Audience and Opinion Research, The 
Soviet Public and the War in Afghanistan: Discontent Reaches Critical Levels, AR 4-88, May 
1988, pp. 2-5. The RFE/RL sample consisted of 1,113 interviews with Soviet citizens travel- 
ing in the West during 1987, which were then projected onto the Soviet urban adult popula- 
tion using an MIT-developed computer simulation procedure. 

20. Sueddeutsche Zeitung, November 16, 1987, in FBIS-SOV, November 16, 1987, p. 23. 
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that dissatisfaction to feed upon itself in the full light of public exposure, 
critique, and commentary. The widespread revulsion toward the war in 
Afghanistan would soon have become an enormous barrier to the leader- 
ship’s efforts to maintain popular support and enthusiasm for its bold do- 
mestic agenda, as more and more young men continued to return home in 
either wheelchairs or zinc coffins. 


New thinking and the new Soviet international image. To the Gorbachev 
leadership, the USSR’s political expansion and military buildup of the 
1970s seem to have provoked responses from the rest of the world that left 
Moscow worse rather than better off in the overall correlation of forces. 
Soviet foreign policy actions that were supposed to enhance Soviet global 
political influence appear to the Gorbachev leadership to have alienated 
and frightened Soviet adversaries, and in the end to have actually harmed 
the Soviet international position. Just as the Soviets have always portrayed 
their own foreign policy actions as reactions to the aggressive designs of 
their adversaries, they seem to be realizing today that their own foreign 
policy actions produce reactions in the external world as well. 

In an important article in Literaturnaya Gazeta in May 1988, Professor 
Vyacheslav Dashichev of Moscow’s Institute of the Economies of the 
World Socialist System explained that any "hegemonism" inevitably pro- 
vokes an international “anti-coalition,” and thus "contains the seeds of its 
own destruction." He maintained that “the thesis of Soviet expansionism 
served as the main cement for uniting the states of the other social system 
against the USSR. ... As the West saw it . . . the Soviet leadership ac- 
tively took advantage of détente to build up its military forces . . . and to 
expand Soviet influence in Africa, the Middle East and other regions"?! 
In a speech to Foreign Ministry officials three months later, Shevardnadze 
himself admitted that “[the West’s] ‘image of the enemy’ . . . came into 
being . . . by [inter alia] our preaching during the period of détente of the 
. .. thesis of peaceful coexistence as a specific form of the class struggle."22 

More importantly, the West reacted. The SS-20 deployments under- 
mined the Western peace movements, and produced instead Pershing II's, 
ground-launched cruise missiles, and a cohesive NATO alliance in Europe. 
The Soviet military buildup in the Far East drove Washington, Beijing, 
and Tokyo into a loose but real anti-Soviet alignment in Asia, with talk of 
at least a tacit military alliance. And the general perception in the West of 


21. Vyacheslav Dashichev, “The Search for New East-West Relations: On the Soviet 
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“Soviet expansionism” contributed substantially to both the election of 
Ronald Reagan and the American military buildup of the 1980s, which 
moved the U.S.-Soviet military competition into new areas of high technol- 
ogy where the USSR was at an even greater competitive disadvantage. 

All of these trends culminated with the invasion of Afghanistan. The 
Soviet occupation immediately produced a strong bipartisan consensus in 
Washington for aid to the Afghan rebels, and probably provided more 
political support than any other single event for the Reagan Doctrine pol- 
icy of worldwide assistance to anticommunist insurgency movements. Ac- 
cording to influential Izvestia foreign policy commentator Aleksandr 
Bovin, “the introduction of troops into Afghanistan . . . underestimated 
what one might call ‘the resistance of the medium.'"?3 Professor 
Dashichev was even more explicit: 


In Western eyes, the expansion of the sphere of Soviet influence reached critical 
` dimensions with the introduction of Soviet troops into-Afghanistan. ... The 
[resulting] “‘anti-coalition” . . . put the Soviet Union in an extremely grave con- 
dition. . .. The world's great powers—the U.S., Britain, France, the FRG, 
Italy, Japan, Canada, China—were ranged against it. Countering their many 
times superior potential was dangerously beyond the USSR's capability. 


As the Gorbachev leadership looks back on this record, it seems clear to 
them, as Yevgenii Primakov, director of the Institute of International Eco- 
nomics and International Relations and member of the Central Commit- 
tee’s new International Affairs Commission put it, that “one’s own 
security cannot be ensured through depriving the other side of security.”25 

The Soviet “new thinking” on foreign policy, then, does not represent a 
Soviet Union less interested in expanding its international influence and 
political power. What it does indicate is that the new Soviet leaders define 
that power in fundamentally different ways from their predecessors. Most 
particularly, they recognize the adverse impact that a poor “international 
image” can have on the Soviet international position. Shevardnadze made 
this point quite explicitly in identifying “the image of a state” as “an im- 
portant . . . component of state interests and national security," and 
bluntly telling his Foreign Ministry subordinates that “we must not pre- 
tend that the standards . . . of what is termed civilized conduct in the 
world community do not concern us. ... We cannot be indifferent to what 
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people say or think about us. . . . Our status in the world depends largely 
upon [the world’s] attitude toward us."26 

But it was clear to the new leaders in Moscow that changes in the Soviet 
international image would only result from tangible changes in Soviet in- 
ternational behavior and real manifestations of Soviet credibility. “To 
command trust in the world," commented one Communist Party official, 
“you must prove yourself worthy of trust.”27 Moreover, they knew that 
Afghanistan would be the key test for the West. “Ronald Reagan,” ex- 
plained Zzvestía commentator Stanislav Kondrashov, 


has used Afghanistan as [the] textbook example . . . of “Soviet expansionism.” 
... On this question there has been unity between the President, broad circles 
of the American public and Congress. ... The Afghan question has been polit- 
ical capital for our opponents in the West, and the continuing stay of our troops 
has not diminished but augmented that capital. .. . In response to Moscow's 
calls for new thinking [Western officials say to us] “Show us what this thinking 
means for Afghanistan" [emphasis added].28 


Perhaps, then, we can discern the outlines of a comprehensive foreign 
policy strategy under the Gorbachev leadership, and see how the Afghan 
withdrawal decision was its necessary result. The new men in the Kremlin 
have embarked on an ambitious program of economic modernization be- 
cause they know that economic power is the source of all national power in 
the late twentieth century (if not always), and that continuation along the 
same Soviet economic course threatens to allow the West, Japan, and per- 
haps even China to leave the USSR behind in the twenty-first. The fate of 
this economic “restructuring” will be primarily determined by internal So- 
viet dynamics. But key elements will depend largely on external factors: 
the need for major Western economic and technological inputs, the need to 
achieve significant arms control agreements in order to divert resources 
away from the military sector, and the need for a peaceful international 
environment so that the Soviet Union can concentrate its attentions on its 
formidable domestic challenges. 

But the new Soviet leaders understood that the creation of those 
favorable external conditions would ultimately depend on Soviet deeds, 
not words. They recognized that they could never eliminate the image of 
the USSR as an ideologically and geopolitically expansionist bully unless 
they eliminated the "textbook example" of Soviet aggression. Bovin as- 
serted the day before the completion of the departure that "[after] our 
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withdrawal from Afghanistan our prestige [and] our influence will 
grow. ... They have to—because of Afghanistan, they could not have 
been lower."?? In the end it was only by ending the Afghan debacle that 
the Gorbachev leadership felt it could begin to create the kind of interna- 
tional environment necessary for its bold and ambitious effort to maintain 
the Soviet Union as a major and relevant world power into the twenty-first 
century. 


Conclusion 
In March of 1988 Oleg Bogomolov, Director of the Institute of the Econo- 
mies of the World Socialist System, claimed in a letter to Literaturnaya 
Gazeta that his institute had sent a memorandum “to the appropriate 
levels” on January 20, 1980, less than a month efter the invasion, expres- 
sing an “utterly negative attitude" toward the decision, decrying "the lack 
of any prospect of success," and noting that as a result of this action 


détente had been paralyzed and the political preconditions for limiting the arms 
race had been eliminated, a significant consolidation of the anti-Soviet front of 
states surrounding the USSR from West to East had taken place, the USSR's 
influence on the non-aligned movement, and especially on the Moslem world, 
had suffered, [and] the preconditions for a possible normalization of Soviet- 
Chinese relations had vanished for a long time to come.?9 


Whether such a memo was really submitted in early 1980 is less impor- 
tant today than the clear and explicit recognition of the global political 
costs of continued occupation. On Christmas Day 1979 the essential cal- 
culation of the Brezhnev leadership was that the likely costs of going into 
Afghanistan were not as great as the costs of allowing a Marxist/Leninist 
client regime on the Soviet southern border to collapse at the hands of 
Islamic rebel forces. By early 1988 the calculation of Brezhnev's succes- 
sors seemed to be precisely the opposite. The Gorbachev leadership's dra- 
matically different agendas in both foreign and domestic policy meant that 
the costs of leaving Afghanistan, though extraordinarily large, came to be 
far exceeded by the costs of staying. 

If one uses a similar logic to evaluate the Soviet position in countries 
such as Angola or Ethiopia, it would appear that the Kremlin will only 
“abandon” client regimes such as these if the costs of staying on and main- 
taining the relationships were to come to exceed the costs of leaving. The 
costs of leaving in such cases would likely be similar to those incurred in 
leaving Afghanistan—client credibility, the perception of the dismantling 


29, Los Angeles Times, February 16, 1989, p. 1. 
30. Oleg Bogomolov, “Who Was Mistaken?” Literaturnaya Gazeta, March 16, 1988, p. 
10. : 
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of the Soviet empire, and so on. Such costs would probably be even 
greater than in the Afghan case, by giving credence to the notion that 
Afghanistan was only the first step in a much larger retreat and decline of 
the Soviet Union as a great world power. 

The costs of staying on and maintaining these relationships, on the other 
hand, are unlikely to be as great as they would have been in Afghanistan. 
Because Soviet troops are not doing the actual fighting in countries such as 
Angola and Ethiopia, the USSR presence seems to entail almost no domes- 
tic costs beyond the financial (tens of millions of Soviet citizens must be 
blithely unaware of their country's relationships with these nations), and 
appears to harm the Soviet international image far less than did the Af- 
ghan occupation. 

As indicated earlier, the Gorbachev leadership is by no means uninter- 
ested in resolving the draining regional conflicts in which several of its 
clients are involved. The optimal scenario for the Kremlin in fact would 
appear to be one of bringing an end to these conflicts while at the same 
time maintaining its client communist governments in the predominant or 
exclusive positions of power. But regardless of the progress made toward 
that end, unless the actual costs of staying on were to somehow increase 
dramatically—and it is difficult to envision scenarios in which they 
would—the USSR will in all likelihood maintain its positions with its cli- 
ent communist regimes around the world for the foreseeable future. 





CHANGING DIMENSIONS IN 
MALAYSIAN POLITICS 


The Johore Baru By-Election 


Hari Singh and Suresh Narayanan 








An independent candidate, Datuk Shahrir Abdul 
Samad, won the Johore Baru parliamentary by-election on August 25, 
1988.1 One may ask what is so significant about this particular election? 
Independent candidates have won before and, ir any case, Shahrir’s vic- 
tory made little difference to the domestic balance of power as the Barisan 
Nasional (BN) coalition continues to control more than a two-thirds ma- 
jority in Parliament. The answer is that Shahrir’s victory was symbolic; 
the government had never lost Johore Baru to the opposition. Yet, not 
only had the opposition won the seat, but the decisiveness of Shahrir’s 
victory—despite the ruling BN’s advantage of incumbency and its mam- 
moth electoral machinery that was brought to bear in the campaign—was 
seen as reflecting the growing public discontent with Dr. Mahathir 
Mohamad's administration. This article considers what the results signal 
for the Malaysian prime minister and argues that the Johore Baru election 
may well prove to be a watershed in Malaysian politics. 

Since this article was first written, two by-elections have been held in 
predominantly Malay constituencies—one in a rural area (Parit Raja) and 
another (Ampang Jaya) in Selangor. Although the opposition candidates 
were defeated in both, the narrow margins of their losses in these constitu- 
encies that had overwhelmingly supported the BN in the 1986 elections 
have done little to change our conclusions. In particular, the results of the 
by-elections demonstrate that the Malay community remains seriously di- 
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1. Shahrir was sacked as minister of welfare, youth and sports in 1987 after openly 
campaigning against the prime minister and leader of the ruling UMNO party during the 


party elections. In July 1988 he resigned as UMNO's member of parliament for Johore Baru 
in order to seek a fresh mandate as an independent candidate. 
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vided over the question of Mahathir’s leadership style. In response to this 
erosion of grass-roots Malay support, Mahathir has been seen to make 
several concessions to the dissidents. Although this has caused further 
splits among them, a sufficiently large number remain committed to pro- 
viding the nucleus of a Malay-led alternative coalition to the ruling 
Barisan Nasional. 

In the Johore Baru by-election, only 61.52% of the registered voters cast 
ballots, the lowest turnout in the constituency’s history. By-elections usu- 
ally generate less interest than general elections, but not this one. Judging 
from the energy invested by the political parties and the accompanying 
publicity, the election was just too important and it had attracted national 
attention. A more plausible reason for the poor turnout is that many 
Malays—usually more politically conscious than non-Malays—chose to 
stay at home, possibly a reflection of the “confusion” among them over the 
changing ground rules in Malaysian politics. 

More significant was the magnitude of Shahrir’s victory, as well as the 
BN’s defeat on its own home ground, one of the worst in its history (see 
Table 1). The lopsidedness of Shahrir’s triumph is especially revealing if 
we recall that the central government had spared no effort to secure the 
parliamentary seat. Almost all leaders of the component parties in the BN 
coalition actively participated in the election campaign, and the state- 
controlled media was blatantly used as the channel for BN propaganda.” 
The government also attempted to influence voters with a carrot and stick 
strategy. In what came dangerously close to buying votes, the ruling elite 
promised aid worth US$500 million to the Johore Baru population. This 
included a second causeway linking Johore Baru and Singapore, toll reduc- 
tions and even exemptions on major highways, allocations for basic ameni- 
ties, and grand job creation schemes. At the same time, voters were 
reminded that there would be no development should the opposition win, 
and that basic amenities like water and electricity systems and better hos- 
pital facilities would depend on their choice. What led people, then, to 
switch loyalties from the Barisan Nasional to the opposition? Why did the 
voters in Johore Baru exhibit a stubborn streak despite apparent attempts 
by the government to bribe, cajole, and bully them? An evaluation of the 
outcome of the election in the context of political developments in the 
country, particularly over the past two years, may provide some answers. 


2. Even the PSRM candidate, who had an outside chance of winning the election, was 
given more publicity than Shahrir, Aliran, 8:6, p. 3. The opposition was also denied air time. 
Star, 15 August 1988, p. 2. 

3. Star, 16, 19, and 23 August 1988; also Rocket, 21:6 (September-October 1988), p. 2. 
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TABLE 1 Results of the Johore Baru Parliamentary By-Election, 1988 


Total Votes Percentage Votes 
Shahrir Abdul Samad (Ind.)* 23,581 -63.57 
Mas’ud Abdul Rahman (BN) 10,968 29.56 
Abdul Razak Ahmad (PSRM) 2,260 6.10 
(Spoiled votes) 285 : 0.76 


Total ` 37,094 99.99 


Total Electorate — 60,292; Turnout — 61.52% 

Ethnic Distribution of Registered Voters: 
Malay — 29,044 (48.2%) 
Chinese — 25,511 (40.7%) 
Indians — 4,832 ( 8.0%) 
Others - 1,905 ( 3.1%) 


SOURCE: Star, 26 August 1988, p. 1, and Sunday Star, 28 August 1988, p. 12, and 4 
September 1988, p. 10. 
*Ind. - Independent; BN - Barisan Nasional; PSRM — Parti Sosialis Rakyat Malaysia. 





The Malay Dilemma 

Malaysian politics have as their reference point the ethnic equation. The 
Malays, conventionally regarded as the indigenous people, account for 
about 47% of the population and the Chinese and Indians 35% and 9%, 
respectively. The remainder comprises the natives of Sabah and Sarawak 
and of other communities. On the road to independence, the three major 
communities struck a “bargain”: in return for citizenship status and tak- 
ing into account non-Malay dominance of the economy, the Chinese and 
Indians recognized Malay hegemony in the political arena. Thus, leader- 
ship of the Malay community corresponded with leadership of the nation. 

The United Malays National Organisation (UMNO) has generally been 
accepted as the vehicle of Malay political aspirations. It was founded in 
1946 and was largely responsible for securing self-government for Malay- 
sia on terms favorable to the Malay community. Since independence 
UMNO has continued to enjoy Malay confidence largely because of its 
proclaimed role as the guardian of Malay “special privileges” vis-à-vis the 
other races. Hence, in the words of Malaysia’s first prime minister, 
“UMNO is Malay and Malay is UMNO.” In recent years there has been 
some erosion of UMNO's influence among the Malays as a result of the 
challenge mounted by Parti Islam (PAS), which appeals to Islamic solidar- 
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ity within the community. In the 1986 general election, for instance, PAS 
secured 15.2% of total votes cast although it only managed to win one 
seat. Nevertheless, UMNO’s ability to work with other ethnic-based polit- 
ical parties within the framework of a consociational democracy has con- 
tinued to provide legitimacy to its claims for leadership of the Malay 
community. 

It is the custom of Malays not to challenge their leaders. They believe 
strongly in taat setia (absolute loyalty) to their rulers, and challenging 
their rulers would invite divine retribution as implied in the concept of 
derhaka. Moreover, it would have been a case of impropriety (kurang 
ajar) to be perceived as even questioning the leadership of the sultan, 
around whom the abstraction of the "state" was wound. This is not to 
suggest that there were no challenges to royalty, and provisions for re- 
moval of the ruler were incorporated in the feudal system.* 

Although Western institutions were transplanted onto the native sub- 
structure, feudal traditions continued to influence Malay politics. While 
the sultan, now a figurehead in the modern nation-state, remained the fo- 
cus of unquestioned loyalty, the concept of loyalty was extended to the 
office of the prime minister. But the latter position has not been invulner- 
able either, and challenge to authority was evident even during Tunku 
Abdul Rahman’s period (1957-1969), although it simmered at the subter- 
ranean level perhaps owing to the premier’s royal background. Malaysia 
first witnessed an open challenge to leadership in 1977 when Prime Minis- 
ter and Acting UMNO President Hussein Onn defeated his rival by 648 
delegate votes. Even then, opposition to Hussein was more the outcome of 
intraparty squabbles than a move to topple him. But in 1987 it was obvi- 
ous that the challenge to leadership was for real: Mahathir retained the 
UMNO presidency by a mere 43 delegate votes. An important ground 
rule in Malay politics was thus broken, and the matter did not rest there. 
In the space of 16 months, members of UMNO on an individual basis 
expressed their lack of confidence in the prime minister’s leadership by 
voting overwhelmingly in favor of Shahrir, symbol of resistance to 
Mahathir. 

This interpretation is based on the Malay vote in Johore Baru. It has 
been estimated that 60% (14,706) of the Chinese voted in this election. 
The Malaysian Chinese Association (MCA) and Gerakan Rakyat Malay- 


4. This would include “enforced abdication or even assassination of a bad ruler,” Wan 
Hashim, Peasants Under Peripheral Capitalism (Bangi: Penerbit Universiti Kebangsaan, 
1988), p. 58; also see pp. 49-50. The chiefs were often more powerful than the sultan. Even 
though some resisted his authority they nevertheless expressed their loyalty through ceremo- 
nial obeisance. But it was not uncommon for rival claimants to challenge the legitimacy of 
the sultan. 
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sia, BN.component parties, have an approximate membership of 7,000 and 
1,000, respectively, in the Johore Baru constituency.’ In light of the high 
stakes in the election and given the tremendous resources at BN disposal 
to ensure a high voter turnout, we can assume that at least 8096 or 6,400 
Chinese from the BN voted. Allowing for a swing of 1096 away from the 
government, about 5,760 supported the BN candidate. Among the major 
races in Malaysia, the Indians are perhaps the most diversified in their 
political views, although the Malaysian Indian Congress (MIC) is a major 
BN partner. It is estimated that 7596 or 3,625 Indians cast their ballots in 
the by-election, and a political analyst calculated that 1,621 voted for the 
BN, and 1,669 for Shahrir, with 311 votes going to PSRM.6 Based on 
these figures, at least 13,000 Malays voted for Sbahrir compared to 3,587 
for the BN candidate. In other words, Shahrir commanded the support of 
at least 70% of the Malay voters. The question that arises in the after- 
math of the election is whether the Malay swing away from the Barisan 
Nasional is a call to Mahathir to step down just 16 months after Malay 
voters had given him the “mandate” to govern ihe country through the 
UMNO delegates. 

Certainly there are factors that can be construed as having annoyed the 
Malays, particularly educated and politically conscious Malays. In the 
first place, the purge within UMNO that followed the 1987 party election 
did not go down well with the Malay community; it conflicted with tradi- 
tion. During the feudal era, the major challenges to the sultan invariably 
came from his chieftains, and the sultan had the authority to condemn to 
death or exile the vanquished although he did not rule out accommodation 
with his chieftains and their followers. In today's world, accommodation 
has come to acquire saliency in Malay political culture, and it is expected 
that the leader will be magnanimous in victory and extend an olive branch 


5. The BN estimated that 50% of the Malays and 55% of the Chinese voted. However, 
political analyst Datuk Mohamed Sopiee's tabulation (based on total votes cast) yielded more 
realistic figures of 60% Malay, 60% Chinese, 75% Indian, and 70% “other” voter participa- 
tion. (Sunday Star, 28 August 1988, p. 12 and 4 September 1988, p. 10. Figures for ethnic 
participation in this article are based on Sopiee's tabulation. 

6. Ibid., 28 August 1988, p. 12. 

7. This figure can be verified in two ways: first, assuming there were 8,946 Chinese and 
1,669 Indian anti-BN voters, the total would be 10,615, decreasing to 9,615 if we allow for 
1,000 non-Malay votes for PSRM. Thus Malay votes for Shahrir were 23,581 minus 9,615 
minus 1,000 (estimated Malay votes for PSRM) = 12,966 votes or 74.4%. Secondly, assum- 
ing that the BN received 5,760 Chinese and 1,621 Indian votes, it would require about 3,587 
Malay votes to meet the BN candidate's total of 10,968. Again, Shahrir's share of Malay 
votes would be 17,426 minus 3,587 minus 1000 (estimated votes for PSRM) — 12,839 or 
73.6%. 1f we were to distribute the 1,000-odd votes from the “others” category and assume 
that the majority went to the independent candidate, Shahrir's share of Malay votes, though 
it might have decreased slightly, would still be around 7046. 
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to the defeated. But Mahathir, shaken by his narrow victory, could not 
afford to be charitable. Ministers associated with leaders of the dissident 
Team B,° including Shahrir, were sacked from the cabinet on grounds of 
disloyalty. The purge extended not only to senior positions within 
UMNO-—liaison, division, and branch chiefs were replaced by those loyal 
only to the prime minister—but also to the private sector in terms of con- 
tract allocations being reserved for members of Mahathir’s Team A and 
bank facilities becoming more restricted for those associated with Team 
B.!? In other words, Mahathir’s rout of his rivals was total. UMNO now 
seemed to stand for “Under Mahathir No Opposition." 

Secondly, many Malays viewed Mahathir as a pretender to the right of 
Malay leadership. Following his reelection to the party presidency, eleven 
members of UMNO challenged the validity of the election results on the 
grounds that delegates from illegal branches had participated in the 
UMNO polls. The Kuala Lumpur High Court upheld the claim that such 
branches existed, but went beyond it to rule in February 1988 that the 
parent body itself was illegal.!! *UMNO is Malay and Malay is UMNO" 
was made meaningless when Mahathir took no action to revive the old 
party, despite the fact that remedies were suggested in Justice Harun 
Hashim's written judgment and that Mahathir, in his capacity as minister 
of home affairs, had extensive powers to resuscitate the organization. Nat- 
urally the Malays were alarmed. Not only did they view the prime minis- 
ter as a pretender, but they came to regard him as the destroyer of Malay 
unity. 

Subsequent actions undertaken by Mahathir following the court's deci- 
sion only helped to confirm Malay suspicions. In view of his apparent 
inaction to revive UMNO, former Prime Ministers Tunku Abdul Rahman 
and Tun Hussein Onn sought to establish UMNO Malaysia. However, it 
was eventually rejected by the registrar of societies who approved instead 
UMNO Baru (New UMNO), launched by Mahathir. (It is worth noting 


8. In Malay tradition, the ruler can be cruel to his subjects but he cannot humiliate them. 
Mahathir himself emphasized compromise as an enviable quality of the Malay race in his 
earlier writings. See Mahathir bin Mohamed, The Malay Dilemma (Singapore: Donald 
Moore for Asia Pacific Press, 1970). 

9. Team B was the label given to those within UMNO who openly challenged Mahathir in 
the party general elections. They include former Minister of Trade and Industry Razaleigh 
and former Deputy Prime Minister Datuk Musa Hitam. The incumbent leadership was re- 
ferred to as Team A. 

10. Star, 1 May 1987, pp. 1-2, and Diane K. Mauzy, “Malaysia in 1987: Decline of ‘The 
Malay Way,’ " Asian Survey, 28:2 (February 1988), p. 215, fn. 6. 

11. New Straits Times, (hereafter NST), 5 February 1988, p. 1; Star, 27 April 1988, p. 1. 
Since the parent body was ruled "unlawful," the legality of the elections did not require a 
specific ruling. 
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that the registrar is answerable to the minister of home affairs, a portfolio 
held by Mahathir.) UMNO Baru provided Mahathir the opportunity to 
solidify his position by proclaiming himself president of the new party and. 
at the same time excluding his opponents from membership. He further 
entrenched his position by embedding in the UMNO Baru constitution ten 
automatic votes for each divisional nomination for president. (Branches of 
UMNO are organized into divisions; candidates are nominated and dele- 
gates to the annual assembly are selected by the division.) Since division 
heads are appointed by the president, the advantage to the incumbent is 
obvious. Loyalty pledges to the party leadership rather than to the king 
and country also alienated a number of Malays,!? and they became espe- 
cially concerned when the prime minister initiated moves that appeared 
designed to intimidate the judiciary and hence reduce the possibility for 
UMNO’s revival through legal channels.!? Shahrir’s victory, in the state 
where UMNO was founded, was interpreted as a clear message to 
Mahathir from an important segment of the Melay community: he had 
gone too far. 

Supporters of UMNO Baru claim that the outcome of the Johore Baru 
by-election is by no means a reflection of Mahathir's declining popularity 
among the Malays. Why, they have asked, dic not Shahrir contest in 
Mahathir's home state of Kedah where the premier has greater influ- 
ence?!^ The question was pure rhetoric; unlike Shahrir who resigned and 
opened himself to challenge from anyone, Mahathir and his retainers were 
content to make verbal challenges without risking their seats. The fact 
remains that the conflict within the Malay community is not based on re- 
gional loyalties as much as it is a pan-Malaysian rivalry between forces 
loyal to Mahathir and those opposed to his leadership. Both Team A and 
Team B have leading political personalities and a following from each state 
in the Malaysian federation. 


12. Former Prime Minister Tun Hussein Onn, who was not involved in the initial stages of 
the power struggle in the old UMNO, commented: “If I am made to pledge my loyalty to an 
individual before I am allowed to join UMNO Baru, then I would rather not join it." Rocket, 
21:2 (March/April 1988), p. 1. 

13. Lord President Tun Salleh Abbas was suspended on 27 May 1988, immediately after 
he had ordered a full bench of the Supreme Court to hear an appeal from the high court 
decision ruling UMNO an unlawful society. Were the appeal to succeed, Mahathir would 
have been forced to call a new election for the UMNO presidency. Interestingly, the fixture 
of the appeal was taken off the hearing list on the same day or the day before Salleh's suspen- 
sion without his knowledge. Star, 29 August 1988, p. 2; Aliran, 8:4, pp. 7, 24. 

14. See statement by Deputy Prime Minister Ghaffar Baba. Star, 6 August 1988, p: 3. 
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The Chinese Backlash 


The need for a change in the premiership is also glaringly: portrayed by 
non-Malay voters in the Johore Baru by-election, including traditional 
supporters of the Barisan Nasional. About 45% of Indian votes, a fairly 
high figure compared to other communities, went to the BN candidate. 
This may be due to the diversification of political views in the Indian com- 
munity. On the other hand, members of the Chinese community tended to 
identify themselves more closely with Malay preferences with about 60% 
of the Chinese voting for Shahrir. l 

Antiestablishment votes are not necessarily votes for the opposite Dem- 
ocratic Action Party (DAP), although the party has its core of supporters. 
The Chinese on the whole have channeled their preferences according to 
circumstances. In 1986 the DAP candidate did not contest the Johore 
Baru seat, and the Chinese voted overwhelmingly for the PSRM Malay 
candidate. Shahrir, who was then the BN candidate, retained his seat by a 
mere 2,235 votes. This compared to his 26,537 vote majority in the 1982 
parliamentary election in which the Chinese expressed their confidence in 
the BN government under the new leadership of Mahathir. But by 1986 
the decline in Chinese support for the government was evident not only in 
the Johore Baru constituency but in the dramatic three-fold increase in 
DAP seats in the federal parliament. The economic recession, scandals 
involving banks and cooperative societies, and cultural issues were some of 
the factors influencing Chinese to turn away from support for the govern- 
ment. The Johore Baru by-election, however, was only in part a reflection 
of those issues. By August 1988 the Malaysian economy was picking up 
momentum, and the lessons of the 1986 elections, moreover, had influ- 
enced Chinese political representation in the government to consider Chi- 
nese grievances seriously. Seen in this perspective, the Chinese vote for 
Shahrir can be interpreted as a vote of no confidence in Mahathir’s leader- 
ship. 

Essentially, the Chinese viewed themselves as victims of Mahathir’s 
power politics. It is a matter of speculation whether a state of emergency 
would have been in Mahathir’s interest, particularly as the legitimacy of 
his rule began to be undermined by court battles following the 1987 elec- 
tions. Matters came to a head over the appointment of non-Mandarin 
speaking teachers to Chinese schools. This caused enough concern within 
the Chinese community to bring together, perhaps for the first time, the 
opposition DAP and the Chinese components (MCA and Gerakan) of the 
governing coalition in a’common posture against such appointments. In 
the light of this united Chinese stance, Malay reaction was to be expected. 
Fanned by slanted reporting of these events in the communal dailies, 
vested interests within UMNO, particularly within the youth wing, gave 


522 ASIAN SURVEY, VOL. XXIX, NO. 5, MAY 1989 


greater importance to Chinese-Malay differences than was warranted. 
Again, it is a, matter of opinion whether the escalation of tensions was 
spontaneous or designed,!? but the prime minister's method of defusing 
the situation came in the form of mass detentions of trade union members, 
church activists, Muslim missionaries, members of the opposition and the 
government, academics and individuals from other interest groups.!6 

In the very short run, Operasi Lallang (as the swoop was code named) 
was lauded by the general public, even though rumblings of discontent 
were audible within the Chinese community. It is true that Mahathir had 
interned members of his own party under the Internal Security Act (ISA), 
which empowers the government to detain without trial persons perceived 
to be a threat to national security, but the Chinese regarded those arrests 
more as window dressing since the Malays arrested were members of 
Team B. Questions began to be asked as to why Mahathir had spared 
from preventive detention the most vociferous articulators of Malay rights, 
especially Datuk Mohamed Rahmat and Datuk Najib Tun Abdul Razak 
who, incidentally, had been instrumental in Mahathir’s victory in the 1987 
UMNO elections.!7 The Chinese became more distressed when Mahathir, 
in his capacity as minister of home affairs, imposed a two-year period of 
detention on leaders of the Chinese-backed DAP, especially Secretary- 
General Lim Kit Siang who symbolized Chinese political rights. Hasty 
government-sponsored legislation to deny the writ of habeas corpus to 
political detainees seeking freedom on technical grounds also was noted. 
Apart from their perceptions of the prime minister’s abuse of civil liberties, 
the Chinese took exception to his remarks in foreign journals stating that 
the non-Malays resided in Malaysia at the sufferance of the Malays: they 
were brought there by the British without consulting the Malays in the 
first place and they could leave if they wanted.'!® In August 1988 the Chi- 
nese community expressed its displeasure with the national leadership by 
heeding the DAP’s call to vote for the independent candidate who opposed 
Mahathir in Johore Baru. 

The DAP’s appeal to the Malaysian electorate has basically been com- 
munal, but since the late 1970s it has been recognized as the opposition. It 
has a steady following although, as mentioned earlier, its performance de- 
pends on drawing away disenchanted voters from other Chinese-based 
political parties in the BN. In the Johore Baru by-election it appeared that 


15. Rocket, 21:3 (May 1988), p. 5. 

16. Star and NST, 28, 29 October 1987. 

17. It must be added that a Chinese cabinet minister, Lee Kim Sai, who was perceived by 
many Malays to have questioned their status as the indigenous people of Malaysia, was also 
spared the swoop. He was presumably told to go abroad on leave prior to the arrests. 

18. Newsweek, 2 May 1988, p. 2; Aliran 8:4, p. 47. 
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the DAP was playing its traditional opposition role by supporting the in- 
dependent candidate, but a closer look makes it clear that the party has in 
fact taken sides in the UMNO power struggle. Some believe that the DAP 
had a good chance on its own to capture the Johore Baru parliamentary 
seat. It could have relied not only on its own sympathizers, disgruntled 
elements in the MCA and Gerakan, and a section of Indian voters, but 
possibly also a not insignificant percentage of Malay votes. But the DAP 
was probably aware that if it won, it would have “proved” Team A’s 
oblique warnings that the struggle mounted by Team B would only benefit 
the DAP (i.e., the Chinese) at the expense of the Malays. To deny capital 
to Team A, and partly in response to popular opinion that wanted a direct 
contest between Teams A and B, the DAP chose to stay out of the contest 
but to back Shahrir openly. 

The DAP’s decision to support Shahrir is in itself significant. The party 
was founded on the platform of “Malaysian Malaysia,” stressing equal 
rights for all citizens. Shahrir, on the other hand, had not renounced the 
broad objectives of the BN, including special privileges for Malays. Col- 
laboration between the DAP and Shahrir, representing different political 
ideologies, may have been the result of their mutual mistrust of Mahathir. 
Arguably, Lim Kit Siang’s removal from public view also helped facilitate 
cooperation. The DAP secretary-general could not afford openly to en- 
dorse Shahrir’s candidacy because his nationwide popularity rested on his 
stature as the protector of non-Malay rights. Placed in detention, away 
from the limelight, Lim had greater room for political maneuver. This, 
along with Acting Secretary-General Lee Lam Thye’s nonracist, moderate 
brand of politics, helped bridge the chasm between Malay and Chinese 
antiestablishment voters. At the same time, Shahrir was aware of the 
DAP?’s pro-Chinese reputation and he wisely avoided an open alliance with 
it.!9 In retrospect his strategy proved sound. While he collected Chinese 
votes from DAP supporters, his credibility among Malay voters remained 
intact. 


The Malaysian Censure 
Apart from the communal perspective, the Johore Baru by-election should 
be considered in the wider Malaysian perspective, which seems to be that 
after seven years of his administration, anti-Mahathir sentiment has come 
to dominate popular opinion. If Mahathir has fallen in the eyes of the 
Malaysian public, it may be because the prime minister is ahead of his 


_ 19. The UMNO Baru leadership accused Shahrir of “cavorting” with the DAP—a theme 
that received wide media coverage in the run up to the election. Shahrir, however, wisely 
declined DAP offers to address his ceramahs (mini-rallies). 
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time. He views-nation-building in terms of modernization, and industriali- 
zation forms-the cornerstone of his policy. Several grandiose schemes have 
been introduced in rapid succession—the Look East Policy, Malaysia In- 
córporated, and Privatization—and billions of dollars have been spent in 
the hope of turning Malaysia into a Newly Industrialized Country by the 
turn of the.century. Yet, it is precisely these policies that are being ques- 
tioned. Mahathir's call for population growth is seen as foolish, and enor- 
mous expenditures on industrial projects, some of them at least 
temporarily unprofitable, has strained the economy, which is saddled with 
a foreign debt of about US$21 billion. Critics also have insinuated that, 
related to the ill-conceived and mismanaged industrialization policy, cor- 
ruption has mounted in high places. Malaysians resent the fact that 
Mahathir, completely convinced of the validity of his concept of a new, 
modern, industrial man, has not bothered with discussion of these ideas, 
consultation, or even spelling out their implications for citizens.?9 

If Mahathir's policies are becoming a liability to his office as prime min- 
ister, his public demeanor has not served him well either. Mahathir has a 
reputation for bluntness. Being blunt is one thing but being perceived as 
arrogant is another, especially in a society where a modicum of humility is 
required even of patrons. The public has not forgotten Mahathir's seeming 
disrespect for the former prime ministers of Malaysia in the course of his 
struggle to keep UMNO Baru afloat.?! In another instance, a 10-year-old 
schoolboy who had written to the prime minister from England expressing 
his concern about forest conservation, received a politically pitched, vitu- 
perative reply signed personally by the prime minister. The letter was 
widely publicized and shocked people at home and abroad.?? The prime 
minister's remarks on the eve of the Johore Baru by-election that he would 
not change his style even if the Barisan Nasional were to lose did not help 
improve his image either. A parallel was drawn between Mahathir's ap- 
proach and that of Singapore Prime Minister Lee Kuan Yew, and the lat- 
ter's not too subtle attempt to influence Malaysian politics in favor of 
Mahathir may also have caused the BN valuable votes in Johore Baru.?3 


20. One of the major issues dominating the UMNO 1987 election was that Mahathir had 
hardly discussed his policies with his cabinet colleagues; or if he did, he was unwilling to 
compromise. Star, 20 April 1987, p. 1. 

21. The first prime minister Tunku Abdul Rahman, has vigorously dana to revive 
the old UMNO and, in the process, crossed swords with Mahathir. Apparently referring to 
the Tunku, who has been regarded fondly as Bapak Malaysia (Father of Malaysia), Mahathir 
remarked: “We also do not call each other Bapak this or Bapak that, not like in the past. We 
now only hear people calling Bapak [father] at home.” Star, 11 April 1988, p. 1. Not sur- 
prisingly, since Mahathir’s comments, the media has dropped this mode of address. 

22. Rocket 21:2 (March/April 1988), p. 20. 

23. Star, 25 August 1988, p. 6. i 
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Perceived arrogance is only part of the reason why Malaysians rejected 
Mahathir through his candidate in Johore Baru. They had also come to 
regard the prime minister as a dictator, or at least one in the making. The 
speed and ease with which the federal constitution can be amended is in 
itself an indication of executive dominance of the legislature. It is obvious 
even to the most loyal Mahathir supporters in the legislative chambers that 
amendments to existing laws covering the press? and the judiciary are 
added restrictions on fundamental liberties. Ambitions for ministerial ap- 
pointment or fear of being dropped as a candidate in the next general elec- 
tion largely explain the ineffectiveness of parliamentary checks and 
balances on executive authority. 

While the motions of parliamentary debate and approval may mask the 
trend toward authoritarianism,?? Mahathir has been more open in flexing 
executive powers for his own ends. He has reasoned that nonpoliticians, 
especially intellectuals, have no right to question the government because 
they are not elected! The running of government, in his view, is best left to 
politicians (the majority of whom, as we have seen, provide blanket ap- 
proval to his policies).?6 In other words, there is no scope for widespread 
public dissent. Individuals and groups, political or otherwise, who have 
dared to question, let alone oppose the prime minister's policies saw a 
demonstration of executive power and wrath in the mass arrests under the 
ISA in October 1987. The fact that preventive detention is subject to grave 
abuse was not lost on the people in Johore Baru, and they supported 
Shahrir who campaigned for the release of all political detainees.?” But it 
is unlikely that the ISA will be abolished in the near future as threats to 
national security have often been associated with communism, and this 
still stirs up sentiments of support for the government. 

Equally important, Shahrir's victory reflected the public's alarm over 
the government's interference in the judicial system. The prime minister 
had made it clear that he was unhappy with certain judicial decisions 
against the government, and in March 1988 Mahathir moved against the 
independence of the courts by introducing legislation to strip the High 


24. The Printing Presses (Amendment) Act 1987 provides the minister of home affairs 
absolute power with regard to the granting, revocation, and suspension of licenses. For in- 
stance, he could revoke a newspaper's license on the grounds that it is “likely to alarm public 
opinion." Aliran 8:3, pp. 10-11. 

25. Parliamentary debate, it seems, is becoming meaningless, given the speed with which 
bills are passed. The opposition, as well as government backbenchers, are left with little time 
to deliberate. See Rocket 21:2 (March/April 1988), p. 10. 

26. Star, 18 August 1987, p. 1. 

27. It is significant that Shahrir, although still identified with the broad objectives of the 
BN, has changed his stance over the ISA. Ibid., 17 August 1988, p. 2. His brother was 
detained under ISA in October 1987 but was released just before the Johore Baru by-election. 
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Court of its power of judicial review. The law also transferred to the attor- 
ney general the power to decide in which court or venue of the court he 
could institute proceedings.?? A month after the prime minister moved in 
May 1988 to suspend the Lord President of the Supreme Court, five other 
Supreme Court judges were suspended.?? These suspensions and the con- 
troversy surrounding the tribunal set up to deliberate the position of Lord 
President tended to confirm public suspicion that tyranny begins when the 
executive controls the legislature and cows the judiciary. It is significant 
that Shahrir dedicated his victory to former Lord President Tun Salleh 
Abbas. 

In a democratic state like Malaysia the leader has no alternative but to 
rely on the people for the legitimation of his position; this was especially 
true for Mahathir after the 1987 UMNO elections and the High Court 
decision declaring UMNO an unlawful society. It is vital for Mahathir to 
enjoy public confidence, or at least to be seen as enjoying it. Hence, the 
Semarak (Loyalty with the People) campaigns were seen in this perspec- 
tive. These statewide campaigns, accompanied by nationwide publicity, 
emphasize loyalty to the country and its institutions. But they come 
across as nothing more than pathetic attempts to prop up the beleaguered 
leadership. The fact that only about 29.5% of the voters in Johore Baru 
voted for the BN candidate, despite the fact that a Semarak was held in 
Johore state earlier, reflects the public's reaction to Semarak and, by ex- 
tension, its rebuff of Mahathir's public relations exercises. 


Retrospect and Prospect 
Commenting on the verdict rendered by the Johore Baru electorate, 
Mahathir emphasized that he was no dictator; Shahrir's victory itself was 
proof that democracy was alive and well in Malaysia.?? But that is beside 
the point. People of all ethnic backgrounds appear to have had grievances 
against Mahathir's leadership or at least his style of leadership, and this 
was most strikingly reflected by the polls in a multiethnic constituency. 
The prime minister himself must have been overwhelmed by the magni- 
tude of Shahrir's victory, judging from his confident assertions before the 


28. In Malaysia the attorney general is responsible to the king and in practice answerable 
to the prime minister who, under the Mahathir administration, is also the minister of justice. 

29. NST, 7 July 1988, p. 1. This was done on the advice of the acting Lord President who, 
despite the conflict of interest involved, accepted the appointment to head the tribunal delib- 
erating on the charges against suspended Lord President Tun Salleh Abbas. The suspended 
judges had unanimously granted an injunction stopping “under further order" the tribunal 
set up to hear Tun Salleh's case from submitting "any recommendation, report or advice to 
the King." 

30. Sunday Star, 28 August 1988, p. 1. 
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voting and the delay in his response to the outcome of the by-election. The 
question that now suggests itself is: What is the extent of public discontent 
with Mahathir? To be sure, disaffection among the non-Malays, particu- 
larly the Chinese, is beyond dispute. But does Malay voter behavior in 
Johore Baru correctly reflect the mood of Malays elsewhere? Malay votes 
unquestionably form the foundation of the BN’s right to govern—more 
specifically, rural Malay votes make or break the leadership. Viewed in 
this light, gauging the Malay political mood from a single by-election in 
which mostly urban Malays changed their stand becomes risky. 

How deeply have the factors that are likely to have upset the Malay 
community pierced the rural heartland? The instruments of government 
influence on the hearts and minds of these people are pervasive. Relentless 
propaganda by state-controlled media continuously remind the rural peo- 
ple of their debt to the ruling party. The threat that failure to support 
UMNO Baru will result in the beginning of the end of Malay political 
domination is also hammered home. But has the propaganda been effec- 
tive? If it has, can the meager resources of Malay opposition forces 
counter this offensive? Only several opposition victories in the rural heart- 
land, particularly in areas of traditional BN support, will indicate whether 
Malay sentiment in Johore Baru permeates Malay society as a whole. Seri- 
ous talk of amending the constitution to make by-elections in case of va- 
cancy through death or resignation unnecessary suggests that the ruling 
elite is unsure of its strength in rural areas.?! A string of by-election 
defeats, particularly in rural Malay wards, would be enough to force 
Mahathir out. Pressure for his exit would come from within his own 
party, which might regard the “Mahathir Dilemma” as a liability in its 
attempt to regain power through general elections, due in 1991. 

Even if Mahathir is able to survive a challenge from within the ranks of 
UMNO Baru, he may still find his position increasingly tenuous if an op- 
position emerges as a credible alternative to the present government. Such 
an opposition—with a Malay nucleus and surrounded by existing or new 
non-Malay interests outside the MCA-MIC network—may form out of 
necessity. Malay dissidents in Team B are currently operating together, 
but without a formal party structure. If the split within UMNO is not 
resolved, they will be forced to oppose Mahathir and will need a formal 
structure to project themselves as a viable opposition. Well aware of the 
need to draw support from all ethnic groups—especially the Chinese— 
Team B leaders have hinted at the possibility of working out “an electoral 


31. The BN requested Team B members of Parliament and state assemblies to resign their 
seats because they were elected on the party’s ticket. Following Shahrir’s victory, the BN 
changed its tune and now considers by-elections to be a waste of public funds. Star, 25 May 
and 17 September 1988. 
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understanding with others" to form a “‘viable alternative."?? The DAP, as 
an established Chinese-based party, appears to be a strong (though not 
sole) contender for such a partnership. Despite its splendid performance 
in the last general elections, it has thus far resigned itself to permanent 
opposition status because of its failure to attract Malay support. The 
emergence outside. of the BN coalition of a group of experienced Malays 
with national reputations, trusted by Malays and ‘non-Malays alike, 
presents new possibilities for the DAP. Nevertheless, a coalition between 
Malay dissidents and the DAP would not be without difficulties. Would 
the Malays, especially the conservatives in the rural areas, accept as a part- 
ner an organization that has long been portrayed by the government-con- 
trolled media as a Chinese chauvinist party? Likewise, would the Chinese, 
particularly the hard-core activists associated with Chinese language and 
culture, be willing to accept a subordinate role in the new coalition? The 
fact that Malays and Chinese were able to unite on an antiestablishment 
platform suggests that ethnicity is not always the crucial factor in deter- 
mining political cooperation between groups. 

For the time being, the Chinese have little choice but to Slav: a 
subordinate role in Malaysian politics. This means that the DAP must be 
willing to follow the direction set by Malay leadership, although it may 
influence the course along the way. Once the DAP has accepted such a 
role, it follows that it should make itself more acceptable to the Malay 
community—a difficult task given that the political stature and reputations 
of many in the upper DAP echelons were built, at least initially, on anti- 
. Malay sentiments. Whatever their private thoughts now, DAP leaders 
may consider it politically suicidal to make a public about-face on the 
question of compromise with Malay interests. Ironically, help in this mat- 
ter comes from an unlikely source—Mahathir himself. The longer he 
keeps Lim Kit Siang and other party leaders under preventive detention, 
the better the prospects for an alternative Sino-Malay coalition. Lee Lam 
Thye, the acting DAP leader, has a moderate image that uniquely qualifies 
him to negotiate with the dissident Malays, with the tacit agreement of the 
detained leadership, of course. 

How far and how quickly things could move in the direction of a coali- 
tion would depend not only on the Malay split becoming irreversible but 
also on the role the Chinese-based Gerakan and MCA foresee for them- 
selves. Both parties owe their representation in Parliament and state as- 
semblies primarily to Malay votes. Should the tide turn in favor of the 
dissidents, the positions of both parties in the BN would be tenuous at 
best. Conventional wisdom suggests that the Gerakan might opt for new 


32. Star, 30 September 1988, p. 2. 
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political bedfellows, based on its past political maneuvers in the ruling coa- 
lition. Surprisingly, it is the MCA that is beginning to rethink its position 
in the BN, especially after the coalition’s dismal performance in Johore 
Baru. Nonetheless, the DAP has a headstart; the MCA is a discredited 
party, especially since a number of its leaders are serving prison terms for 
swindling Chinese cooperatives.?? Thus, the Malay dissidents have pub- 
licly welcomed the possibility of a coalition with the DAP. As Shahrir has 
stated, “if the DAP wants to be a part of the next government it is unlikely 
that we would reject them.”5+ 

Such a development would no doubt be a threat to the major party, 
which has enjoyed continuous and uninterrupted power since indepen- 
dence. The ruling elite has reminded Malaysians that a two-party system 
is not suitable for the country, and that there is no alternative to peace and 
prosperity except through government by the Barisan Nasional.35 Given 
vested interests, is the BN willing to give up its monopoly of political 
power? Mahathir’s detractors have not ruled out the possibility of his rig- 
ging future elections.?6 Others go even further and suggest that he may do 
away with elections altogether, probably under emergency law.?" But in 
the event that a two-party system does become a reality, many Malaysians 
may well remember Mahathir with gratitude as the one who forced Malay- 
sian politics to enter a new era where voting is guided by issues rather than 
ethnic fears or loyalties. 


33. "A certain political party in the Barisan Nasional has enough members to start a 
branch in our jails,” Aliran, 8:5, p. 5. 

34. Cited in Asiaweek, 7 October 1988, p. 37. 

35, Star, 26 July 1988, p. 1. 

36. Aliran, 8:6, p. 6. 
, 37. Rocket, 21:6 (September/October 1988), p. 14; Aliran, 8:6, p. 7, 39; NST, 14 August 
:1988, pp. 1, 3. 
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The latter part of the 1980s has been a period of con- 
siderable change in the international relations of the Southwest Pacific re- 
gion. Various threats to regional stability have been both imported from 
the global theater and internally generated. Mikhail Gorbachev’s Vladi- 
vostok speech of July 1986 in which he emphasized the Soviet Union’s 
identity as a Pacific as well as an Atlantic power has given the region a 
much greater prominence in superpower relations. Subsequently, Libya’s 
expression of interest in the island states—mainly, it would seem, to spite 
the French after Colonel Qadafi’s defeats in Chad—has added to the im- 
pression that the region has lost its political innocence to the depredations 
of global competition. Meanwhile, loss of innocence of a different type 
came with the Fiji crisis during 1987. The assumption that military coups 
were one Third World phenomenon whose importation was made impossi- 
ble by the “Pacific way" of compromise and consensus suddenly fell into 
question. : 

These events have in some way touched all of the island states, but 
Papua New Guinea (PNG), as the largest and one of the.most delicately 
placed geographically, has been particularly affected. The changing cir- 
cumstances of the region have altered the environment in which PNG con- 
ducts its diplomacy and given an increased significance to its relations with 
its closest neighbors, Indonesia and Australia. Simultaneously, changes in 
PNG's general foreign policy direction, fundamentally affecting its rela- 
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tions with those neighbors, have also emerged from its domestic political 
environment. 

A major complication in these relations is that while Indonesia and Aus- 
tralia are, broadly speaking, ideologically aligned in the global context, 
they have had a somewhat troubled relationship in the regional setting. 
Consequently, Jakarta and Canberra regard each other rather warily 
across a geographical and cultural divide occupied by PNG. Indeed, there 
is an important section of public opinion in Australia that sees the trilat- 
eral relationship involving PNG as providing the main source of potential 
bilateral conflict with Indonesia.! Papua New Guinea, for its part, carries 
a complex cargo of attitudes and assumptions toward each of its neighbors, 
accumulated both prior to and since independence from Australia in 1975. 

In the period of preparation for independence, PNG’s emerging political 
elite gave little detailed thought to foreign and defense policy. In the cir- 
cumstances, this was understandable; its relationship with Australia was 
defined mainly in terms of continuing economic and technica! reliance. 
Also, the decolonization process was relatively smooth and largely free of 
rancor. On the other side of the triangle, Indonesia in the early 1970s was 
perceived as a much less threatening entity by both Australians and Papua 
New Guineans than it had been a decade earlier in the time of Sukarno. 
At independence PNG did not feel the need—nor of course did it have the 
resources—for a significant defensive capability. At that time the Papua 
New Guinea Defence Force (PNGDF) inherited from the colonial admin- 
istration a force of 3,500 men organized in two infantry battalions with 
additional small naval and air elements intended mainly for marine sur- 
veillance. Subsequently even this limited manpower was reduced by about 
15%.” This generally sanguine approach to national security was symbol- 
ized by the initial guiding principle of PNG’s foreign policy. “Universal- . 
ism," proclaimed by the first prime minister, Michael Somare, with the 
encouragement of Canberra, involved being "friends to all and enemies to 
none." The coming years, however, were to place considerable strains on 
this generalized diplomatic affability. 


Indonesia and the Border 
Closely following PNG’s independence in 1975, the Indonesian invasion of 
East Timor naturally turned the thoughts of many Papua New Guineans 


1. See Harold Crouch, “Indonesia and the Security of Australia and Papua New Guinea,” 
Australian Outlook 40:3 (December 1986), p. 171. An opinion poll taken by the Australian 
edition of Time in September 1986 found that 4096 of respondents considered Indonesia to be 
a serious threat to Australia. 

2. See Col. Colin East, “PNGDF: Colonial Legacy or Independent Force?" Pacific De- 
fence Reporter 12:5 (November 1985), pp. 11-13. 
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to their own land border with the province of Irian Jaya, formerly Dutch 
New Guinea. Although Indonesia's acquisition of Irian Jaya through a 
rather dubious “act of free choice" in 1969 had long been an irritant to 
pan-Melanesian sentiment, pragmatism dictated acceptance of the situa- 
tion by Port Moresby. Events in East Timor, however, revived underlying 
fears of an expansionist drive by Jakarta set on nothing less than control of 
the entire Asian-Pacific archipelago. The fundamentally different political 
circumstances of Timor and New Guinea did not prevent a kind of geo- 
graphic-reductionist interpretation of Indonesian foreign policy as being a 
threat to the existence of PNG itself.? 

Such fears were sharpened further in the early 1980s by an upsurge in 
anti-Indonesian .agitation by Melanesian separatists in Irian Jaya (or 
“West Papua" as the nationalists call it). The Free Papua Movement (Or- 
ganisasi Papua Merdeka [OPM]) derives its support from both the.rem- 
nants of the Dutch-educated elite, who feel cheated of their promised 
political birthright by the Indonesian takeover, and tribespeople whose 
land has been alienated by the transmigration of settlers from the 
overpopulated islands of Java and Bali. Within PNG the OPM has at 
various times drawn support from university students and a number of 
parliamentarians both in the government and opposition. The events of ' 
1983 and 1984 in Irian Jaya led to a sharp deterioration in relations be- 
tween Jakarta and Port Moresby. Sympathy with the plight of the Me- 
lanesians across the border was reinforced by nationalist anger at 
Indonesian military incursions along the virtually unmarked frontier in the 
course of anti-OPM operations. The influx of some 12,000 refugees fur- 
ther heightened feeling in PNG. At one point in 1983 the PNG defence 
minister was openly predicting an Indonesian invasion in “the next ten to 
twenty years," while in the following year continuing border incursions led 
to the-expulsion of the Indonesian military attaché from Port Moresby.* 

Ultimately, though, neither government was willing to allow the situa- 
tion to get out of control. The Indonesian countermeasures proved effec- 
tive in reducing OPM activity, at least in the short term, and military 
operations on the border declined. In Port Moresby both Somare and 
Paias Wingti, his successor from November 1985 until June 1988, worked 
hard to return relations with Jakarta to a reasonable footing. The problem 


3. The continuing debate as to whether or not Indonesia is an inherently expansionist 
power and, therefore, a threat to PNG is summarized by J. A. C. Mackie, “Does Indonesia 
Have Expansionist Designs on Papua New Guinea?” in Between Two Nations: The Indone- 
sia-Papua New Guinea Border and West Papua Nationalism, R. J. May, ed. (Barthurst, NSW, 
1986), pp. 65-84. Mackie, in common with the majority of contemporary observers, is con- 
vinced that it does not. 

4. The Australian, 9 September 1983. 
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of the border crossers was referred to the U.N. High Commissioner for 
Refugees (UNHCR), who assumed the politically tricky responsibility of 
determining their status and, where appropriate, organizing their return to 
Irian Jaya. Despite initial Indonesian hostility to this move, the potential 
for bilateral conflicts was reduced. Meanwhile, OPM leaders who had es- 
caped to PNG were arrested and deported to third countries. 

Subsequent assessments of OPM strength have varied dramatically, usu- 
ally corresponding with the political sympathies of those making them. 
Total manpower is probably somewhere between 100 and 500 with the 
likelihood that it is closer to the lower figure. It is probable though that 
the movement enjoys considerable passive support among the Melanesian 
population on the Irian-Jayan side of the border. During 1987 a frisson 
passed through Australian political and intelligence circles when it was 
reported that Libya was now arming and training the OPM. The organi- 
zation's leadership was quick to deny such an arrangement, and the panic 
receded. It is, in any case, unclear how far Libya would be willing to 
support a non-Moslem separatist movement against Islamic Indonesia. 
The affair was, however, indicative of the extent of Australian concern at 
the mischief-making potential of Colonel Qadafi in the region. 

Wingti, one of the new generation of PNG leaders who served their 
political apprenticeship wholly in the postindependence period, displayed 
even greater commitment than the ostensibly more conservative Somare to 
reaching a close accommodation with Indonesia. Superficiall this may 
appear an unlikely course for a former radical student leader and avowed 
Melanesian nationalist. His overall aim, however, appeared to be a funda- 
mental reorientation of PNG’s regional diplomacy. In the second decade 
of independence there is a distinct mood among the politically aware in 
PNG in favor of a redefinition of the relationship with Australia and a 
clearer assertion of the country’s independent international identity. 
Wingti seemed intent on pursuing this objective through a re-ordering of 
foreign policy priorities.” 

In short, Port Moresby’s regional diplomacy.now looks increasingly to 
Southeast Asia in the west and the island states in the east rather than to 
the former metropole in the south. In this context, Wingti’s moves toward 
accommodation with Indonesia were quite compatible with a parallel drive 


5. See Ross Babbage, “Australia and the Defence of Papua New Guinea,” Australian Out- 
look 41:2 (August 1987), p. 88. 

6. Post Courier (PNG), 3 August 1987. 

7. On his return from the 1987 Commonwealth Heads of Government meeting in Vancou- 
ver, Wingti complained that “people don't know where PNG is. Maybe this is because of the 
kind of foreign policy we have been pursuing. Maybe we are under the shadow of some- 
body." Post Courier, 26 October 1987. 
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for leadership of the Melanesian grouping (comprising Vanuatu, the Solo- 
mon Islands, and the Kanaks of New Caledonia). The “little local diffi- 
culty” in Irian Jaya was not permitted to jeopardize this broader objective. 
Early in 1988 as the three Melanesian states met in the Solomon Islands to 
consolidate their growing relationship by signing a set of Agreed Princi- 
ples, PNG Foreign Minister Akoka Doi confirmed Port Moresby’s accept- 
ance of Melanesian Irian Jaya as “an integral part of Indonesia.” The 
problem began, according to Doi, with “a mistake done by the colonial 
powers so let it stay as it is."9 

The fall of the Wingti government in June 1988 after a parliamentary 
vote of no confidence led to the return to power of Michael Somare’s 
Pangu Pati, heading a new coalition. Somare made way for his erstwhile 
deputy, Rabbie Namaliu, to be prime minister while he took on the foreign 
affairs portfolio himself. Namaliu, as Somare’s foreign minister during the 
crises of 1983-84, shared “the Chief’s” views on the importance of busi- 
nesslike relations with Jakarta. Now, with a simple reversal of roles, it is 
unlikely that any fundamental departure from their previous position— 
elaborated and extended by Wingti during his term—will take place. With 
some qualifications regarding Melanesian subregionalism about which 
Somare has expressed considerable doubts, the new government appears to 
have accepted the underlying principles of its predecessor’s regional for- 
eign policy.? 

Friendly relations with Indonesia have become important to PNG both 
as the basis for the speedy resolution of any future border problems and as 
a bridge to the Southeast Asian region as a whole. It is Southeast Asia 
that offers the best hope of breaking PNG’s traditional economic depen- 
dency on Australia. The Wingti government made no secret of the fact 
that it viewed full membership in the Association of Southeast Asian Na- 
tions (ASEAN) as a future option, though it accepted that it was not likely 
to be achieved in the short term. Papua New Guinea does have special 
observer status at ASEAN meetings and in April 1987 acceded to the As- 
sociation’s Treaty of Amity and Cooperation. 

An important stage, at least in symbolic terms, in the process of rap- 
prochement with Indonesia was the signing in October 1986 of a bilateral 
Treaty of Mutual Respect, Friendship, and Cooperation. Moves toward 


8. Interview in Islands Business, April 1988, p. 26. 

9. Somare belongs to that generation of Pacific politicians that assumed positions of power 
at a relatively early stage of the decolonization process in the region. Melanesia as a political 
entity did not exist when Somare led PNG to independence. His regional solidarity therefore 
has a broader, South Pacific-wide focus. He has been unsparing in his criticism of the con- 
cept of Melanesian subregionalism as racist and divisive both before and since returning to 
government. See, for example, the Post Courier, 30 September 1987. 
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the pact were initiated by PNG, in part as a “sweetener” for its decision to 
hand the problem of the border crossers over to the UNHCR, and negotia- 
tions began early in 1986 and continued throughout most of the year.!° 
The content of the agreement was unexceptional, but the fact of its signing 
provided a fair illustration of how much the relationship between Port 
Moresby and Jakarta had developed in a relatively short time. Despite its 
generally anodyne terms, opposition to the treaty came from a number of 
sources, including the opposition foreign affairs spokesman, John Giheno, 
who feared that it would restrict PNG’s right to raise issues of Indonesian 
human rights abuses against the Melanesians of Irian Jaya in international 
forums.!! The agreement was, however, ratified by the PNG Parliament 
with minimum debate early in 1987. Two years previously few would have 
predicted such a rapid improvement in relations. 

Undoubtedly, Australia looked with considerable favor on these devel- 
opments. The border problem was, after all, a potentially serious threat to 
regional security, and it is unlikely that Australia would be able to remain 
apart indefinitely from any major crisis that developed over it. But while 
Canberra was obviously happy to see this specific threat recede, its general 
wariness toward Indonesian intentions in the region persisted. Bilateral 
relations between Canberra and Jakarta had deteriorated sharply during 
1986. In April an Australian press investigation into some of the more 
dubious aspects of the Suharto family’s financial affairs brought an out- 
raged reaction from the Indonesian leadership, always sensitive to such 
lése majesté. Later, in June, publication of the Dibb Report on Australia’s 
basic defense policy further aggravated the situation. Although the report 
advocated an essentially defensive national strategy and argued against the 
notion of force projection, it implicitly identified the Indonesian archipel- 
ago as a potential springboard for an attack against Australia. In conse- 
quence, elements in the Indonesian armed forces read the report as hostile 
to the Jakarta regime. 


Redefining the Australian Relationship 
A number of events during 1987 affecting both Papua New Guinea and the 
South Pacific as a whole could only have increased Canberra’s discomfort 
and raised doubts as to whether the new warmth in the Port Moresby- 
Jakarta relationship was altogether in Australia’s interests. Relations be- 
tween Australia and PNG had been under some strain. In spite of—or 
perhaps in a curious way because of—the essentially amicable nature of 
the decolonization process in the early 1970s, PNG nationalist sentiment 


10. Times of Papua New Guinea, week ending 13 June 1986. 
11. Post Courier, 29 October 1986. 
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still seems to require a postcolonial reaction against the former metropole. 
This mood is perhaps enhanced by the growing sense of PNG’s Third 
World identity. Also, Australia is unique among those countries that de- 
tached themselves from their tropical colonies in the postwar period in 
that it remains in close physical proximity to PNG and must relate to it 
now as a regional partner rather than as a distant territory with historical 
but lessening claims of sentiment. 

This geographical anomaly has not always been to the benefit of the 
postindependence relationship. PNG often seems to have rather ambigu- 
ous expectations of Australia’s role in the region. At times Canberra is 
accused of not being sufficiently engaged in major Pacific concerns such as 
French colonialism and environmental and development issues. At other 
times, though, Australian activism is resented as overbearing and neo- 
colonialist in nature. Canberra’s strong advocacy of the 1985 South Pa- 
cific Nuclear Free Zone was felt by PNG to be an attempt to force a 
minimal, rather toothless agreement on the island states in order to guar- 
antee its acceptability to the United States. John Giheno, the PNG foreign 
minister in mid-1985 when the treaty was first circulated, was concerned at 
its failure to tackle the issue of the passage of nuclear-armed and nuclear- 
powered ships in the region. PNG, Vanuatu, and the Solomon Islands, 
which are increasingly cooperating as a distinct subregion in South Pacific 
affairs, would have preferred a more far-reaching treaty.1? 

Aside from conflicting approaches to regional political issues, problems 
have arisen over what many Papua New Guineans see as a somewhat mor- 
bid Australian interest in the country’s (admittedly colorful) postcolonial 
social and political problems. Moreover, ten years after independence 
Australia was still providing almost one-third of PNG’s annual budget re- 
quirement. Local ambivalence over this continued financial dependence 
was evident when Canberra, with a minimum of consultation with Port 
Moresby, reduced the subvention by A$10 million as part of a series of 
measures designed to tackle Australia’s economic crisis in 1986. To many 
in the PNG leadership, Prime Minister Wingti prominent among them, 
this economic vulnerability amply illustrated the need for a fundamental 
shift in the country’s basic external relations. 

In the first half of 1987 the crisis in Fiji provided this hitherto somewhat 
objectless anti-Australianism with a concrete focus. The military coup in 
May saw Australia at odds with both the new regime in Suva and with 
PNG, which, on the basis of pan-Melanesian solidarity, took a more sym- 


12. Col. Colin East, “Winds Steady, If Uncertain, in Near North,” Pacific Defence Re- 
porter, 1986 Annual Reference Edition, p. 22. Somare did, in the event, sign the treaty on 
behalf of PNG in September 1985. 
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pathetic view of events. In fact, Prime Ministers Hawke and Wingti 
clashed head on at the annual meeting of the South Pacific Forum (the 
principal regional organization) that was held at the end of May in West- 
ern Samoa. The Australian premier favored an activist role for the Forum 
aimed at returning Fiji to a constitutional democracy, while Wingti wished 
to keep the issue from the agenda altogether. Although a compromise was 
eventually reached, the confrontation was symptomatic of the increasing 
independence that PNG was intent on exercising in foreign policy regard- 
less of its implications for its relationship with Canberra.!? 

A similar divergence of views emerged over the “Libyan threat.” In the 
weeks preceding the Forum meeting, Australia had been raising loud 
alarms about the machinations of Colonel Qadafi and the threat they posed 
to regional stability. The Melanesian island governments remained largely 
unimpressed, restating the view that the main challenge to stability in the 
South Pacific came not from Tripoli but from Paris and that Australia 
should properly be more concerned about this.14 

Canberra’s discomfort as the crisis in Fiji developed through the year 
could only have been compounded by Indonesia’s tactic of attempting to 
establish a special relationship with the postcoup leadership in Suva.!5 
The question again arose as to whether Indonesia was embarked on a new 
policy toward the South Pacific and whether one objective of this policy 
was the displacement, or at least undermining, of Australian influence in 
the region. 

As if to emphasize such fears, toward the end of the year evidence 
emerged of a more clandestine Indonesian penetration. An official inquiry 
into the financial affairs of the PNG foreign minister, Ted Diro, revealed 
that a US$140,000 contribution to his election fund came not, as first sus- 
pected, from improper dealings in the timber industry but as a "personal 
gift" from the Indonesian Armed Forces chief, General Benny Murdani, 
widely regarded as second to President Suharto in the Jakarta hierarchy.!6 
Wingti, far from dwelling on the affront to national independence and 
political sovereignty implied by the affair, played down the situation as far 


13. Post Courier, 1 June 1987. 

14. The final communiqué of the Forum made no direct mention of the Libyan issue, 
emphasizing instead members' concern at the behavior of France over New Caledonia. See 
The Australian, 1 June 1987. Vanuatu, the most radical of the island states in foreign policy 
terms, had taken particular exception to Australia's attempts to raise the question of Libya 
and had threatened to leave the Forum if the matter were forced. Post Courier, 6 May 1987. 

15. The Indonesian overtures were, apparently, quite successful. Col. Rabuka was report- 
edly impressed by the affinities between his regime and that of President Suharto—in particu- 
lar the shared concept of military control of a conditional democracy. See Times of Papua 
New Guinea, 15-21 October 1987. 

16. Post Courier, 10 November 1987. 
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as possible. He accepted Diro’s resignation, but the new relationship with 
Indonesia was emphasized by an official visit there in January 1988. 

During 1987, therefore, confronted by both an erosion of its own influ- 
ence in the region and a possible Indonesian attempt to replace that influ- 
ence, Australia was forced to reappraise the nature of its relationship with 
the Southwest Pacific in general and its large, diplomatically restive ex- 
colony in particular. This reappraisal did not take place without some 
division within the Labour government. The main conflict appears to have 
been between Defence Minister Kim Beazley and Foreign Minister Bill 
Hayden. Beazley has been a strong advocate of a more positive Australian 
policy toward the Southwest Pacific. He was therefore receptive to a PNG 
initiative at the beginning of 1987 for a clear and comprehensive statement 
of relations between the two countries that would provide the basis for a 
more equal postcolonial, bilateral relationship. Hayden, in contrast, fa- 
vored a more cautious, less committed approach to PNG. He was evi- 
dently concerned that, notwithstanding the improved state of PNG- 
Indonesian relations, any firm security commitments to Port Moresby 
could encourage a future government there in a more reckless border pol- 
icy.17 

Since PNG’s independence, Australia had carefully avoided entering 
into any binding defense commitments to it. In February 1977 a statement 
of understanding was issued by the then prime ministers, Malcolm Fraser . 
and Michael Somare, which accepted the need for continuing consulta- 
tions on matters of mutual concern to the two defense forces but stopped 
far short of any suggestion of commitment in the event of a crisis.!8 Suc- 
cessive PNG governments, however, had been concerned to secure a 
greater degree of commitment on security matters from Australia, a con- 
cern obviously at its sharpest in periods of tension on the border. Now, in 
the context of Canberra's view of the entirety of its policy toward the re- 
gion, such an-agreement had come within reach. The irony, of course, was 
that it did so at a time when its main justification for PNG—the fear of 
Indonesia—had been greatly reduced. 


Regional Security and the JDP 
The compromise that emerged from these two positions involved a Joint 
Declaration of Principles (JDP). Although the agreement covered the to- 
tality of the relationship between Port Moresby and Canberra, one of its 


17. See Peter Young, “Wingti Plays Defence Trump," Pacific Islands Monthly 58:10 (Oc- 
tober 1987), pp. 17-18. 

18. The text of the Fraser-Somare understanding is in the Australian Foreign Affairs Rec- 
ord 48:2 (February 1977), pp. 90-91. R 
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most significant aspects was that dealing with security. The JDP commit- 
ted both governments to "consult, at the request of either, about matters 
affecting their common security interests in the event of external armed 
attack threatening the national sovereignty of either country [in order to 
decide] what measures should be taken, jointly or separately, in relation to 
that attack."!? Although no precise military commitments were spelled 
out, the principles of joint crisis management and, potentially at least, of 
military action were implicit. The existing Defence Cooperation Agree- 
ment between the two countries under which Australia provides technical 
personnel and direct assistance to the defense budget of PNG was widened 
as part of a new regional defense policy; A$23 million was put aside for 
military aid to PNG in 1988 and a further A$16 million for the other 
island states.29 

Meanwhile, earlier in 1987, a little-remarked decision was taken in Can- 
berra that has considerable implications for the triangular strategic rela- 
tionship between Australia, PNG, and Indonesia. In September 1983, at 
the beginning of one of the most tense periods on the border, the Austra- 
lian cabinet had adopted a so-called Strategic Basis Paper on regional se- 
curity that suggested Australia might have to intervene if a serious 
deterioration in PNG-Indonesian relations over the border issue were to 
take place. Consequently, the paper suggested that a new airbase on the 
Cape York Peninsula in the extreme north of Queensland should be estab- 
lished to give the Royal Australian Air Force a vastly improved opera- 
tional capacity in the PNG-Irian Jaya border area.?! The Australian 
Defence White Paper published in March 1987 in the wake of the Dibb 
Report announced the construction of this base. The new facility is ex- 
pected to be operational by the early 1990s.?2 

Although the security aspects of the JDP have attracted the most atten- 
tion, the document as a whole represents a considerable advance toward 
the objective of a fundamental redefinition of the postindependence rela- 


19. Joint Declaration of Principles Guiding Relations Between Papua New Guinea and Aus- 
tralia, Australian High Commission, Port Moresby, 9 December 1987, paragraph 12[d]. The 
security arrangements appear to be modeled on the Five Power Defence Agreement signed 
with Malaysia in 1977. 

20. Post Courier, 24 February 1988. 

21. The Strategic Basis Paper was leaked to the press in early 1984. See Peter King, "The 
Papua New Guinea/Australia Security Relationship," Australian Quarterly, Spring 1984, p. 
284. 

22. The Defence of Australia, Department of Defence (Canberra 1987), p. 53. Elsewhere, 
the paper noted that "[a]part from traditional ties, Papua New Guinea is by virtue of its 
geographical location an important factor in Australia's security. Because of the potential 


strategic implications, Australia would be understandably concerned should a hostile power ~ _ 


gain lodgement or control in Papua New Guinea" (p. 19). 
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tionship. In his address at the signing of the agreement, Wingti empha- 
sized its significance in revising the basic priorities of the relationship. Aid 
was no longer to occupy the central position. The new basis of the eco- 
nomic relationship was to be bilateral trade, with an effort being made to 
redress the serious imbalance that currently exists in Australia's favor. 
Meanwhile PNG would seek to further diversify its aid relationships to 
reduce dependence on the Australian subvention. During the course of 
the negotiations leading up to the signing of the JDP in the latter part of 
1987, Wingti indicated his intentions when he outlined his target for a 
lessening of PNG's budgetary dependence on Australia from 27% to 5% 
in five years. This would involve a reduction of some US$50 million annu- 
ally during the period.?4 

The signing of the JDP represented a success for both PNG and Austra- 
lia's new foreign policy priorities. These priorities, though, are convergent 
only fortuitously. PNG is concerned to be free of the immediate 
postcolonial relationship with Canberra and to replace it with one that 
forms a part of wider regional and global foreign policy. The economic 
aspects of such a policy are seen as of primary importance. Australia’s 
interest is more strategic than economic. The drift of broader interna- 
tional rivalries into the Southwest Pacific region demands, in Canberra’s 
view, a stronger assertion of the Australian presence in the region. This 
presence can only be effectively asserted through the cultivation of bilat- 
eral relations appropriate to the increasingly independent political mood of 
the island states. The JDP marks a move toward these two sets of separate 
but parallel national aims. 

Jakarta has given no clear indication of its view on the new agreement 
with Australia. Certainly the security aspects of the JDP could, on one 
reading, be seen as aimed at Indonesia; there are, after all, very few states 
that could plausibly be expected to mount an “external armed attack” 
against PNG.25 Wingti's visit to Indonesia in January 1988, however, ap- 
peared to be entirely successful and this western flank of PNG's diplomacy 
remains secure. The following month Hayden fcllowed in Wingti's foot- 
steps to Jakarta, and it is probably true to say that subsequently the 
Indonesia-Australia relationship was on a sounder footing than it had been 
for at least the previous two years. 


23. PNG government press release, 10 December 1987. 

24. Post Courier, 26 October 1987. 

25. This was the interpretation given to the agreement by the PNGDF commander, Gen- 
eral Tony Huai, who, irate on Indonesia's behalf, accused Avstralia of forcing the JDP on 
PNG—an accusation that led to a strong protest from the Australian High Commission and 
the general’s dismissal. Huai, it emerged, had also been a beneficiary of General Murdani's 
largesse, though on a far smaller scale than Diro. 
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While the volatility of PNG’s political system has led to rapid and often 
unpredicted changes of government—and even more rapid and un- 
predicted changes in ministerial responsibilities within governments—a 
certain continuity has characterized the position of successive govern- 
ments on the broad outlines of national foreign policy. While this has not 
always manifested itself as bipartisanship between government and opposi- 
tion at any one time, successive administrations have moved in largely sim- 
ilar directions. This is not, of course, to say that policy has been static, but 
developments have generally been continuous rather than spasmodic. 

The imperative of maintaining a stable relationship with Jakarta has 
been recognized by all governments since independence. This has often 
been done in the face of public opinion (so far as it yet exists in PNG) and 
at the expense of personal consistency as opposition radicals are trans- 
formed into governing conservatives. Somare as prime minister and 
Namaliu as foreign minister established the character of the relationship 
with Jakarta, and the supposedly more radical Wingti, in fact, worked to 
extend the essentially conciliatory approach to PNG’s western neighbor. 

While the redefinition of the Australian relationship has been an initia- 
tive more closely associated with Wingti himself, there is little reason to 
expect any major departures from it by Namaliu or Somare. Although 
they would not share Wingti’s occasionally abrasive approach to relations 
with Canberra, they are perfectly aware that the new basis of the relation- 
ship laid down in the JDP is in line with Australia’s attempts to reorder its 
own relationships in the Southwest Pacific. The motivations may be diver- 
gent, but the two countries’ views on the proper character. of the relation- 
ship and the means by which this should be developed seem happily to 
coincide. . 

The major question surrounding these various readjustments in this di- 
plomatic triangle on the Southeast Asia-South Pacific interface concerns 
neither the Australia-PNG nor the PNG-Indonesia relationship but rather 
the implications of these for Australia-Indonesia relations. The only safe 
conclusion to be reached at this stage is that they may well be considera- 
ble. 
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THE CRISIS IN BURMA 
Back from the Heart of Darkness? 


Moksha Yitri 








Practically all the violent, destructive, and depressing 
events in the turbulent four decades of independent Burma seemed to have 
been compressed and replayed in 1988. Along with the riots, mass arrests, 
and brutal killings, the country witnessed the fall of three presidents and a 
one-party state, only to be followed once more by a military coup. At the 
same time the national economy, already in deep trouble, was reduced to 
tatters with the poorer people barely able to subsist (40% of the population 
was reported below absolute poverty level in 1985! and the proportion is 
certainly much higher now). The 1988 rice crop was harvested but distri- 
bution was certain to be a tremendous problem, aggravated by an acute 
shortage of fuel—the worst shortage yet faced by this one-time self- 
sufficient country. 

In retrospect, this cataclysm had been building for a long time: in effect 
it was the climax and denouement of 26 years of one-party rule under the 
Burma Socialist Program Party (BSPP) set up by military strongman Ne 
Win after his takeover in March 1962. The pace of decline gathered mo- 
mentum in the last five years, with even government figures showing that 
the annual growth rate had slipped to 0.45% from an average of 3.3% in 
1980-85. Nevertheless, each year government officials would dutifully lay 
the blame for the failing economy on the international economic situation 
and repeat the litanies of the party line before going back to its rigid cen- 
tral planning and the resulting stranglehold on the economy. In the sec- 


Moksha Yitri is the pseudonym of a Burmese citizen who lives in 
Rangoon. He describes himself as a middle class professional who has received some 
education abroad in addition to his degree from Rangoon University. For the past year he 
has involved himself in politics although he is not affiliated with any of the 183 parties that 
have registered for the elections. The author hopes that this article will provide a better 
understanding to the outside world of what happened in Burma in 1988. 
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ond half of 1987, however, a series of events took place that finally nudged 
the country beyond its limit of tolerance. 

In August Party Chairman Ne Win publicly admitted that mistakes had 
been made and that changes were not only necessary but inevitable, part of 
the nature of things. He blamed high officials for suppressing facts and 
directed that they make preparations for any necessary policy changes “in 
time for the next Party Congress." No date was set for this, but the next 
congress was due to be held in late 1989. 

To indicate that changes were being made, most of the key agricultural 
crops, including rice, were decontrolled at the beginning of September 
1987. The people took this action as an initial step in the right direction, 
the first of the promised policy reforms. But within a week their hopes 
were dashed; on September 5 the three largest currency denominations 
(25, 35, and 75 kyats) were declared worthless. This came less than two 
years after the previous demonetization, and this time there was no 
arrangement for reconversion to legal tender. The result was devastating. 
Most Burmese commercial transactions are settled in cash, with reserves 
and savings also held in cash, due in part to the inefficient state- 
monopolized banking system. Needless to say, all these were wiped out. 
This financial disaster provoked some student unrest—at the Rangoon In- 
stitute of Technology (RIT) on the outskirts of the city—and consequently 
all educational institutions were closed “for the Thadinkyut (mid-term) 
holidays." Remarkably, the great majority of the people accepted their 
losses passively and stoically in spite of sustaining considerable hardship. 

Then, in December 1987, a least-developed country status was granted 
to Burma by the United Nations, approving an application received earlier 
in the year from Rangoon seeking a partial reprieve from economic 
problems and mounting debt. The Burmese people were neither informed 
of the application nor its approval directly but had to learn about it 
through the foreign media or by word of mouth. On January 4, 1988, 
marking the fortieth anniversary of Burma's independence, a message of 
felicitations from the West German ambassador stated that because of re- 
cent developments, all outstanding loans to Burma had been converted to 
outright grants. This international recognition of indigence, while not 
having any immediate repercussions, highlighted and certainly added to 
the growing popular resentment (especially among the students) of the 
country's mismanagement. 

This resentment broke to the surface in the middle of March, again 
sparked by disturbances at the RIT. A nonpolitical off-campus incident 
grew into a violent demonstration, and during its suppression a number of 
students were killed. The protests spread to the University of Rangoon's 
main campus nearer to the downtown area. Antigovernment speeches 
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were made and some property destroyed as the students attempted to de- 
fend themselves from the riot police and army troops who surrounded the 
campus on March 17. That afternoon the authorities moved in, arrested a 
number of student protestors, and dispersed the rest. The following day 
demonstrations spread to the downtown area and increased in violence. 
Government stores, offices, and cars were wrecked and burned; at a 
number of places the army and police opened fire on crowds, killing scores 
of people. Hundreds more were arrested, and authorities later admitted 
that at least 41 suffocated to death in a jam-packed police van. It was here 
that the paramilitary police (the Lon Htein units) earned their reputation 
for widespread brutality. The army, mostly in the form of the 22nd Light 
Infantry Division brought in by BSPP General Secretary Sein Lwin, was 
also actively involved but not yet so prominently. The general revulsion 
centered on the behavior of the riot police. Primarily because of the harsh 
crackdown, the disturbances quickly died away and the country returned 
to a tottering ‘‘normalcy” and its hand-to-mouth economy. 

It is worth noting that at this point the government failed to recognize, 
or was unwilling to acknowledge, the full dimensions of the popular un- 
rest. Other than the formation of a government inquiry commission to go 
over the RIT incident, nothing was done to address whatever other causes 
might have contributed to events. The April session (the main and budget 
session) of the Pyithu Hluttaw (national assembly) was remarkable for its 
impassivity in the face of such mounting pressures, underscoring the true 
nature of the institution. 

In June, when the universities and colleges reopened for the new term, 
student agitation resumed stronger than before. There was a week of large 
student protests, centered mainly on the Rangoon University campus. It is 
now apparent that this was the critical time, the watershed that ultimately 
decided the fate of Burma’s one-party dictatorship. By June 17, an over- 
whelming majority of college and secondary students had joined the pro- 
test, which was gravitating toward demands for freedom and democracy, 
and large numbers of people came to realize the potential of their mass 
movement in the struggle for these goals. The students initially demanded 
the release of their arrested colleagues, the reinstatement of those expelled, 
and the reestablishment of the Students’ Union, which had been outlawed 
in 1962. But soon, while still adhering to their declared intention for 
peaceful demonstrations, they began to call for the downfall of the BSPP 
government itself. 

In typical fashion, the authorities closed down the University of Ran- 
goon and the Institute of Medicine on June 20, and thereby forced the 
protestors (now joined by an increasingly aroused public) out onto the 
streets. There was a bloody confrontation the following day at Myenigon, 
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an important intersection, and student demonstrators as well as some riot 
police were killed. Section 144 (which prohibits speeches, gatherings, and 
agitation and enacts a curfew) was declared that same evening. Other 
college-level institutions in Rangoon were closed on June 22 but secondary 
schools were not affected. Some student organizers had also gone to Pegu, 
a town 50 miles to the northeast, and the ensuing protests there caused the 
deaths of a number of police personnel in addition to demonstrators shot 
and killed. 

The nature and power of the disturbances finally moved the regime to 
announce on July 7 that an extraordinary sessicn of the BSPP Congress 
would be held on July 23. At the same time all those who had been de- 
tained following the disturbances were released, and students who had 
been expelled from colleges were allowed to apply for readmission. The 
party also stated that changes in economic policy would be discussed at 
the Congress session, together with some modifications of the party consti- 
tution. At the time this seemed to be the most that people could conceiva- 
bly expect; given the pace and extent of change in the past, the very notion 
of an extraordinary session, let alone the reforms that it might engender, 
was cause for optimism and hope. One major policy decision that was 
widely expected was a long-postponed reconsideration of foreign invest- 
ment in Burma. There was practically no indication that any radical polit- 
ical changes would be forthcoming or even be proposed, much less that Ne 
Win himself might resign. 


The Fateful Summer 
The extraordinary Congress session was held, in a departure from normal 
procedure, at the Saya San Hall in the Kyaikkasan grounds, the former 
race course. In his opening speech, Ne Win dropped his bombshell. Wast- 
ing no words, he inadvertently put into motion the chain of events leading 
to the biggest and bloodiest civil upheaval in the country's postwar history. 
He made these major points: 


The bloody incidents of March and June 1988 would show that both partici- 
pants in the disturbances and those supporting them have lost confidence in the 
government and its guiding party. 


It is necessary to ascertain whether a majority of the entire population—or just 
a minority—have lost faith in this way. I believe that this can be done by hold- 
ing a nationwide referendum on whether a one- or multiparty system is desired; 
hence I would propose this to the present Congress. 
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Should a multiparty system gain the majority of votes, the present Constitu- 
tion’s Chapter 2, Section 11 would have to be amended accordingly. A suitable 
time would have to be given to prepare for this referendum. 


. In the event that a multiparty system is chosen, elections for a new 
Parliament will be held as soon as possible. 


Since I feel that I am indirectly responsible for the distressing incidents of 
March and June, and also because of my advancing age, I would request Party 
members to allow me to retire from the Chairmanship and membership. . . . 
This time not only do my immediate colleagues consent to my retirement, they 
too have expressed their wish to accompany me into retirement. They are U 
San Yu, U Aye Ko, U Sein Lwin, U Tun Tin, and U Kyaw Htin [i.e., the top 
five in the party and government hierarchy]. 


Ne Win then mentioned the lawlessness displayed during the past riots—a 
pale shadow, it turned out, of what was still to come—and the increased 
tension at Pyé (Prome) that had forced him to deploy the army there just 
the day before. Then he stated ominously that violent demonstrations 
would not be tolerated any more, warning that the army “shoots to hit. It 
will not fire into the air to scare [the mob].” The final part of his speech 
was devoted to recounting and exposing ex-Brigadier Aung Gyi’s under- 
handedness in concealing the truth behind the dynamiting of the Rangoon 
University Students’ Union building in July 1962.2 

As was to be expected, the Party Congress could not accept the drastic 
nature of Ne Win’s proposal; not even he could convince them to abandon 
the one-party system that he had created, nor to remove the top-most level 
of the hierarchy. Too many vested interests, too many careers and futures 
were involved for the party to destroy itself voluntarily. Ne Win’s aims 
and purposes appeared to clash with those of the organization he had led 
for so long and clearly showed how badly he had misread his own power 
base and how far removed from it he had become. From the standpoint of 
the BSPP, and to the outside world as well, this was another instance of his 
wild unpredictability. However, another considerable body of opinion 
held that this was simply a well-orchestrated ruse and that Ne Win would 
not relinquish the reins of power. But to go beyond mere speculation and 
understand his root motives, we have only one recourse and that is to con- 
sider Burmese history. (Even Ne Win’s protégé and successor, Sein Lwin, 


2. Aung Gyi was vice chief-of-staff (army) at the time of the military coup in 1962 and was 
later forced to leave the army and government after disagreeing with the junta’s policies. 
Detained for a short period in 1988 (when Sein Lwin was in power), he is now chairman of 
the National League for Democracy, the strongest of the newly formed parties. 
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does not seem to have fully understood the chairman, which may account 
for his mere 17 days as supreme leader). 

It is obvious that Ne Win (and many Burmese) placed his overlordship 
in the mainstream of Burmese history, even if it was, de facto, a barely 
disguised throwback to feudalism. With advancing age Ne Win became 
increasingly concerned with his niche in history, particularly in compari- 
son to his one-time contemporary and superior, the late national leader 
Bogyoke Aung San. Perhaps he was also desperately trying to undo the 
colossal failures of his years in power, but he lacked the political sensitivity 
and finesse that would have characterized a more accountable leadership 
and allowed a peaceful transition. 

Traditionally, Burmese kings built pagodas toward the end of their 
reigns to symbolize the glory and achievements of their rule, to enhance 
their prestige as patrons of the Buddhist faith, and in some cases, to atone 
for any misdeeds they might have committed. Ne Win has done the same 
with the (still unfinished) Maha Wizaya Pagoda just south of the Great 
Shwedagon, the largest and holiest Buddhist shrine in the country. But 
this was only a symbolic act, if one discounts the mystical motives, and 
clearly contemporary Burma needed much more. In this sense, Ne Win’s 
announcement at the Party Congress was not such a surprise after all; it 
was in effect a modern-day, political parallel to the age-old royal tradition 
of pagoda building, and the people would have accepted it as such. His 
turnabout could have worked and borne fruit, but there the parallel ends 
for the BSPP refused to play the part of an obliging royal council of minis- 
ters and put up a stiff (and fatal) resistance. 

On July 24, the second day of the Congress, key delegates launched an 
unprecedented counterattack, taking care not to offend Ne Win. They vig- 
orously denounced the notion of a possible return to a multiparty system, 
stressing its unsuitability for Burma. They also requested Ne Win and the 
other leaders to reconsider their plans for retirement. Economic reform, 
which had been the main purpose and rationale of this Congress, was over- 
shadowed by this other, unexpected distraction. Nevertheless, a sweeping 
program of reforms, which included the opening of all but a few key com- 
modities and industries to the domestic and foreign private sectors, was 
announced. 

Whatever hopes Ne Win’s speech might have kindled were extinguished 
the following day when the final session unanimously voted against hoid- 
ing the proposed referendum. Ne Win and President San Yu were permit- 
ted to resign and, in a move that surprised many, General Secretary Sein 
Lwin was elevated to the top party post and also was appointed head of 
state. From the BSPP’s angle this made perfect sense, for it guaranteed 
party strength and continuity, but here again the estrangement from the 
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people and their national aspirations was all too evident. Sein Lwin was 
widely perceived as the hatchet man—the hand that had wielded the 
club—and epitomized all that was brutal and hateful about BSPP/military 
rule. There could not have been a poorer choice, nor could it have come at 
a worse moment. 

Sensing massive popular resentment, the authorities imposed martial 
law on metropolitan Rangoon on August 3. With the universities closed 
and the campuses sealed, the center of protest moved to Shwedagon Pa- 
goda. Small groups of protestors were active there, particularly on July 
28, the Full Moon Day of Waso (the beginning of Buddhist Lent), an im- 
portant day on which people traditionally congregate at pagodas and mon- 
asteries. Posters began to appear, some of them calling for a nationwide 
demonstration on August 8 (8-8-88). Although it was universally under- 
stood that protests would continue in one form or another, the response 
that this agitation would elicit was still far from certain. With the advent 
of military administration, troops were moved into the city and positioned 
at intersections and other key points. Still, when the explosion came, the 
intensity and extent of activity caught everyone by surprise. On the ap- 
pointed day, August 8, huge demonstrations erupted in all the cities and 
towns of Burma. In Rangoon that night, a crowd that had remained near 
the Sule Pagoda in the heart of the downtown area was ordered by soldiers 
to disperse. The people paid no heed and continued to demonstrate, 
whereupon the troops opened fire, ushering in the first round of killing. 
This was repeated the next day in several places throughout Rangoon, and 
in some other towns as well. Hundreds were mowed down in displays of 
indiscriminate brutality. In one Rangoon suburb, a U.S. diplomat who 
was driving to work encountered a crowd of demonstrators confronting an 
army roadblock. As he tried to inch through the protestors, the troops 
suddenly opened fire, hitting his car as well as a number of demonstrators. 
He was able to turn back, however, and even managed to take a number of 
wounded to safety. 

As the shooting went on, hospital staff found it impossible to cope with 
the flood of casualties; on August 10 nurses from Rangoon General Hospi- 
tal made a public appeal for a cease-fire. As they carried a placard to this 
effect in a small procession to the hospital, intending to mount it before the 
entrance, a truckload of soldiers on the adjacent street shot at them, 
wounding a number of nurses and killing some other protestors. The car- 
nage was the worst at Rangoon and Sagaing, a town in central Burma near 
Mandalay. Parts of Rangoon were turned into a free-fire zone, with troops 
shooting people in tea shops, at bus stops, and even in their homes. Local 
inhabitants were forced to put up makeshift roadblocks and arm them- 
selves with whatever weapons were available. 
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By August 11 an impasse had developed with military outposts en- 
trenched as though in a hostile guerrilla zone. Facing the prospects of an 
urban civil war, the tense situation was substantialy defused the next 
day—and hopes revived—when Sein Lwin unexpectedly resigned from all 
his posts—party chairman, the presidency, and Pyithu Hluttaw member. 
Now no one in the country, not even the entire BSPP itself, could have 
brought this about except Ne Win. Although he had been thwarted during 
the July Congress, the present bloodletting gave him the necessary justifi- 
cation to unseat Sein Lwin and push his original program through. Wide- 
spread jubilation followed the announcement of Sein Lwin's resignations. 
It was perceived as a significant victory for “people power" and engen- 
dered a wave of rising expectations, leading people (incorrectly as it turned 
out) to believe that they could achieve all their gcals if they agitated hard 
enough. 

A Central Committee meeting and Pyithu Hluttaw session were hastily 
announced for August 19. This time the result was rather more predict- 
able. Dr. Maung Maung, one of the highest-ranking party stalwarts with a 
civilian background, was chosen to fill the vacan: chairmanship. One of 
his first actions, doubtless with Ne Win's tacit approval, was to form an 
11-man public opinion inquiry commission, a step toward the referendum 
that had been rejected earlier. This no doubt would have led to a belated 
acceptance of Ne Win's July 23rd proposals, but Maung Maung seems to 
have felt compelled to observe to the letter the forms and procedures of the 
party and the Pyithu Hluttaw. In doing so he apparently was swayed by a 
sense of loyalty and responsibility to the party tha: was in its ebb; further- 
more, he appeared anxious that the coming transition should have a cor- 
rect constitutional basis. But on a more pragmatic level, Maung Maung's 
sensibilities and adherence to procedure were out of touch with the times. 
They were widely interpreted as a waste of time—delaying tactics by a 
regime with its back to the wall. Had he taken moze decisive action at this 
point, better attuned to the realities of the situation, Maung Maung could 
have assuaged, at least partly, the rising level of popular rage and impa- 
tience. 

For one thing, a comprehensive reform package. preferably worked out 
with the newly resurgent political opposition, wouid have been a far wiser 
(and less costly) approach than the grudging, bit-by-bit series of conces- 
sions that Maung Maung eventually had to make. A greater willingness 
initially to accommodate the prevailing political climate would certainly 
have been better. Instead Maung Maung lifted martial law on the one 
hand, undermining the one reality that would have lent force and author- 
ity to his leadership, while on the other he stalled and dithered in acceding 
to rising popular demands. This volatile combination set the stage for the 
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eventual debacle. A series of placating measures were offered by the gov- 
ernment—a hike in salaries, the dropping of tax payments on crops, and 
the easing of restrictions on travel abroad, among others. Trade and busi- 
ness opportunities were also held out in a concerted effort to shift the focus 
of attention away from politics, but to no avail. These concessions seemed 
only to goad the people on in their heady demands. 

As it turned out, the inquiry commission lasted less than a week. Just as 
it issued its first statement, which included a sample questionnaire, mas- 
sive, peaceful demonstrations began once more. Huge processions on Au- 
gust 22 marched from the Lanmadaw area to the front of the General 
Hospital, now the spiritual center for protest, and also to the U.S. em- 
bassy. On August 24, as crowds surged over the barbed wire surrounding 
City Hall, military administration was withdrawn, both in Rangoon as 
well as in Prome (where it had been in force since July 22). The inquiry 
commission was abolished and yet another (the third) emergency session 
of the BSPP Congress and Pyithu Hluttaw were called for September 12 
and 13. Maung Maung addressed the nation again, stating that a national 
referendum commission would be formed to ascertain the type of political 
system the people wished to adopt, in essence an admission of acquiescence 
from the BSPP. But clearly this concession came too late and was now 
irrelevant. The people were aroused now and would not be satisfied; they 
began to demand the ouster of the BSPP regime, the installation of an 
interim government, and a speedy revival of full democracy. 

During this brief period of relative political “freedom,” leading dissent- 
ers in Burma such as Aung Gyi (who was released from detention on Au- 
gust 25), former Armed Forces Chief-of-Staff Tin Oo, and Aung San Su 
Kyi, the daughter of Bogyoke Aung San, appeared and gave speeches at 
huge rallies. But at the same time a wave of lawlessness began that later 
turned into total anarchy. Widespread looting occurred as well as destruc- 
tion of state property and installations and, more ominously, the killing of 
policemen, suspected government agents, and alleged arsonists by enraged 
mobs. The government machinery ceased to function and massive popular 
demonstrations took place almost every day. In another attempt to relieve 
the crisis, Maung Maung on September 1 presented an explanation of why 
it was necessary to follow constitutional processes. He also promised that 
the Students’ Union would be revived and a new building constructed for 
it. However, his overtures fell on deaf ears and were rejected out-of-hand. 

The Congress session was held on September 10, two days ahead of 
schedule. Acceding to the overwhelming realities, the planned referendum 
was canceled and the decision taken to hold general elections under a 
multiparty system within three months. The Pyithu Hluttaw ratified this 
the next day and a five-member elections commission was formed. The 
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following week produced an illusion of severance of the BSPP from its 
main power base, the Burmese Armed Forces (Tatmadaw). The regime 
also announced that all state employees were released from the BSPP and 
were to refrain from joining any political parties. This represented another 
critical juncture at which Burma's future might have been turned onto a 
more favorable course, but it was not to be. The various opposition groups 
refused to be appeased and continued to clamor for the abolition of the 
BSPP and for the government to step down. In doing so they inadver- 
tently provided grounds for a military coup. 

Two notable incidents—some insist they were engineered by the 
Tatmadaw itself—appear to have precipitated the military takeover. In . 
the first one, demonstrators at a rally near the Ministry of Defence were 
ordered to disperse by soldiers at the gate and were later subjected to a 
show of force by an armed convoy. After the initial alarm, an angry crowd 
armed with spears and swords gathered on the rozd leading to the ministry 
and a tense confrontation ensued. However, student and opposition lead- 
ers showed up and controlled the situation. Then, on September 17, a 
small force of soldiers guarding the Trade Ministry fired at a procession of 
demonstrators and wounded a few of them. This time the reaction was 
stronger, with people coming from all over the city, commandeering buses, 
and laying siege to the ministry building. The place was wrecked, but 
some monks persuaded the soldiers to surrender and they took them away 
after seizing a quantity of arms.? The Tatmadaw obviously considered the 
events as provocations it could not ignore, while also providing a strong 
enough pretext for a coup. On Sunday evening, September 18, truckloads 
of troops were deployed at key positions in Rangoon, and a radio broad- 
cast announced that the Tatmadaw had assumed all the powers of the 
state. A curfew from 8 P.M. to 4 A.M. was immediately imposed. Taken 
aback, the protestors retreated to their neighborhoods where they contin- 
ued to shout defiance. 

The following morning crowds, still numbering in the thousands, re- 
turned to the city streets and denounced the military takeover. This time 
the soldiers threw away all restraint and went on a killing spree, the scale 
of which had never before been encountered in a peacetime action in 
Burma. The savagery may have surprised many people but it was actually 
no more than standard behavior for the Burmese army, although it was on 
a bigger scale and in an urban setting. That city dwellers were finally be- 
ing subjected to the kind of treatment that had been commonplace in the 
ethnic-minority operational zones for decades was borne out by the readi- 


3. Some of these arms were recovered on October 28 from the Thayettaw monastery com- 
plex next to the Rangoon General Hospital. 
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ness, the alacrity with which the army shot and killed people. This was 
not a case of a professional fighting force reluctantly involved in a civil 
action, nor was it a matter of simple soldiers being forced to open fire. 
And it was not an isolated incident. It was full-blown military suppression 
pursued with a vengeance, naked military force used against unarmed or 
poorly armed civil disobedience, and the result was carnage. Rangoon, in 
two months, suffered more killed and wounded than had all the insurgent 
groups in two years.^ The Tatmadaw was revealed for what it had be- 
come—a predatory and distorted product of the BSPP years. What had 
happened was paradigmatic of the failings and the self-defeating proclivi- 
ties of the country’s military-socialist dictatorship. Burma awoke to find 
itself occupied by its own army—as though by a foreign power. 


The Mandate of the Gun 


There is no doubt that the Burmese military has suffered a severe and 
perhaps irreversible political setback, despite its real gains in power. It lost 
a great deal of what is most important for an army: popular support. 
There is at present an all-out campaign to refurbish its image and as a 
result, the media (entirely state-controlled again) is overloaded with inter- 
minable lists of *donations"? for soldiers fighting the old standbys—the 
Burma Communist Party and the Karen insurgents. At the same time the 
Tatmadaw has unburdened itself of the liability of its political facade, the 
BSPP (now rechristened the National Unity Party) (NUP), allowing it to 
draw in its lines and shorten its perimeter to gain a stronger position. 
Although the Tatmadaw has indicated its noninvolvement in politics, this 
certainly should not be taken to mean that its future role is going to be less 
prominent. If anything, it will be even more pronounced at a “suprapoliti- 
cal" level. For the army to be content in a purely military niche would be 
contrary to its nature. Accordingly, one of the most important questions 
being asked today concerns the all-too-probable maintenance of the army's 
primordial and intrinsic links with the NUP; there is much anxiety over 
this relationship and the negative impact it would have upon the country's 
polity. On both occasions in the past when the Tatmadaw became in- 
volved in national politics, there were dire consequences for all concerned. 


4. Only a small percentage of those killed could be recovered for decent burial. Most were 
carted away by troops to be dumped into common graves or crematoria. A full accounting of 
the dead thus may not be possible; most people expect the total to be in the thousands. 

5. People drawing money from banks or government employees receiving paychecks 
would be told that part of the amounts due to them had been deducted as “donations.” 

6. Historic precedents exist for this. Memories are still fresh, notably of the 1958-60 pe- 
riod when a number of senior military officers, recently revealed to have acted at Ne Win's 
instigation, backed the "Stable" faction of the Anti-Fascist People's Freedom League 
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From a professional soldier's view, Burma's whole long experiment with 
military-socialist rule has been an unmitigated disaster. The abject failure 
of fulfilling even its primary role and main justification—that of keeping 
the peace and putting down armed insurrection—amply demonstrates that 
the army has badly overextended itself and in the process has become a 
brutal, blunt weapon incapable of discriminaticn. There is some hope, 
however, in the evolution of the officer corps. The old guard, those who 
had joined with very little education during the independence and insur- 
rection periods—is gradually giving way to the younger and better-trained 
generation. The front runners from the first group that was graduated in 
1959 with degrees from the Defense Services Academy have now reached 
brigadier-general rank and are in command of military regions (of which 
there are nine). Their careers have spanned the BSPP era, and they were 
shaped in this environment. Nevertheless, they may be less inclined to 
follow in the footsteps of less sophisticated officers such as Sein Lwin. 

Like many of his kind, Ne Win had not prepared a successor; even if he 
had, that individual could not have hoped to repeat the unique blend of 
personality, position, and national circumstance that found expression in 
Ne Win. In the same vein, no general could aspire to such stature or emu- 
late Ne Win's role in national politics. Any future general rash enough or 
overambitious enough to attempt this would only bring disaster upon the 
country and himself. Whatever course the Tatmadaw might chart for it- 
self, it will certainly not voluntarily diminish its status or primacy, or its 
kingmaker's role. On the contrary, it shows every intention of remaining 
the arbiter of national destiny. Just how much influence it shall bring to 
bear on political life, in particular its attitude toward the coming general 
elections and possible future leadership, is a source of considerable specu- 
lation and concern. 

It appears now, however, that the Tatmadaw may adhere to its declara- 
tions of intent and allow the development of a pluralistic political system, 
not from altruism or any implicit belief in the inevitability of political 
evolution, but from a recognition of its sheer incapacity to do otherwise. 
An army at least can be expected to recognize an untenable defensive posi- 
tion, poorly supported and facing pressure from many fronts. For the first 
time the Tatmadaw is facing the prospect of having to fight an increasingly 
united array of insurgents, strengthened by the present crisis," without 
even the illusion of popular support to sustain it. The present propaganda 





(AFPFL) and attempted to swing the general elections with strong-arm tactics. When their 
party lost and their roles became publicly known, Ne Win dismissed the lot of them from the 
army. 

7. Government news releases on October 21 and 27, 1988, stated that during the period 
October 1—27, there had been 105 clashes with various insurgent forces in which the Burmese 
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campaign by the military regime seems like a desperate attempt to con- 
vince and reassure itself rather than the larger public at which it is aimed.? 
Furthermore, the military is now shackled with the task of running an 
imitation of an obsolete government and an economy in shambles with not 
much more than a mixture of bluff (the propaganda blitz) and the contin- 
ued use of brutal force. Under these circumstances not even Ne Win him- 
self could lead a military regime and hang on for any length of time. What 
keeps the country relatively quiet now is the hope of substantive political 
liberalization and elections for a new government. In effect, the Tatmadaw 
has painted itself into a corner and is being forced to restrict itself to a 
narrowly circumscribed role. Aware of the consequences, the military 
must stick to its declared commitment to hold elections and hand power 
over to an elected government. 

It might be sensible for the NUP to play down its military connections, 
although this would not help it to regain the already-lost youth vote, the 
vote of the ethnic minorities, and that of a large segment of the urban 
population and practically everyone else who “experienced” the soldiers in 
action. Too many factors seem to vitiate the Tatmadaw’s continued overt 
involvement in politics; thus it may be more inclined to try to bring about 
an “acceptable” national leadership and strive to maintain its preeminent 
status. In other words, this would entail a withdrawal to a position of 
greater strength, all contingent, of course, upon present and former mili- 
tary leaders moderating their views and actions. 

Any appraisal of the kind of stance the Tatmadaw might adopt must 
also consider the renascent political elements and the account they give of 
themselves. By the second week of November 1988, some 120 political 
parties had been registered in Burma with more appearing every day. 
Even though these groups are expected to form coalitions, the specter of a 
return to factionalism and disunity has already become cause for concern. 
If this does occur and a debilitating kind of pluralism were to result, the 
political initiative could very well return to the military. The year’s long 


army reported 71 killed and 152 wounded while the rebels suffered 5! killed, 6 captured, and 
19 surrendered. 
8. The military exercises total control of its internal propaganda. Troops being moved into 
Rangoon and other towns before the coup were told that the Burmese Communist Party 
. (BCP) and other insurgent agitators were behind the demonstrations and intended to seize 
power. Following the takeover, every effort was made to suppress the truth about the slaugh- 
ter of the protestors: officers and men at outlying military units were informed that the 
troops in Rangoon had acted with the greatest restraint (such as demarcating three successive 
lines which the “unruly mob” overran; firing first into the air, etc.) and had only been forced 
to defend themselves when the protestors tried to grapple with them and seize their arms. 
None other than the official, sanitized version was permitted to be discussed, and the men 
were barred from listening to foreign broadcasts. 
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crisis, a microcosm of the past, has shown the two bitter extremes to which 
it is still possible for Burma to go: total anarchy and chaos followed by a 
pendulum swing to the iron grip of military rule. It serves as a warning 
that a “middle way" must be found if there is to be peace and stability and 
a viable chance for social and economic development. 


Conclusion 

Of all the stresses and weaknesses revealed by the crisis of 1988 (and there 
are many), the foremost is how little the rulers and the ruled have under- 
stood each other. For 26 years, political life had been stunted and side- 
tracked into a dead end. The myopic BSPP leadership, the individuals safe 
in their lifetime tenures, was badly out of touch with reality. The people, 
on the other hand, had been isolated from everything even remotely resem- 
bling genuine political activity, including normal forms of dissent. These 
failings met each other with unprecedented force in the transitional crisis 
of 1988 and led to the inevitable results. At a deeper level this was a very 
basic confrontation—between oppressors and oppressed, the rule of the 
gun against popular aspirations for liberty. It arose against the backdrop 
of Ne Win’s dictatorship—a relapse into feudalism in somewhat poorly 
disguised military-socialist trappings. That this anachronism persisted for 
so long is attributable to a unique set of circumstances, among which are 
Ne Win’s dominant personality, Burma’s resultant isolation, and the mal- 
leability and factionalism of Burmese society. We see today a society com- 
ing to grips with its own dark creation, the army, whose disproportionate 
and indiscriminate use of force has kindled a deep and massive response 
within the populace. No amount of clever manipulation by the regime can 
hold back the deeply felt antipathy against the soldiers, and the Tatmadaw 
will have to live with this as history. 

While the conflict today resembles in force and depth the surge of na- 
tionalism that began with the Saya San Peasant Rebellion of 1930-32, 
gained in strength during the years of World War II, and finally 
culminated in the attainment of independence in 1948, the picture this 
time is clouded by the complexities of contending with an entirely home- 
grown oppressing power. The expected general elections and a return to 
democratic government are in this sense only superficialities. The stronger 
undercurrent is a fundamental revulsion against the rule of the gun, just as 
the earlier national resistance was a struggle against foreign rule. Recon- 
ciliation will not come easily, and a military or military-backed regime 
cannot hope to be a viable government, much less an effective one.? The 


9. Far from promoting reconciliation, the military government has sacked hundreds of 
state employees for actively taking part in the demonstrations for democracy. 
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impact upon Burmese life has reached beyond the realm of politics and 
government; the collective national psyche itself has suffered. The Karens 
and Shans and Kachins were subjected to the rule of the gun long before it 
was felt in Rangoon. Sooner or later the people of Burma had to face their 
situation squarely, and having awakened to it must now find out for them- 
selves how to deal with it. None of the formidable tasks confronting the 
country—restoring individual liberties, alleviating poverty and un- 
derdevelopment, and repairing the unraveled ties with the ethnic minori- 
ties—can be approached without settling the predominant issue of 
governance. 

The resurgent democracy coalition that is expected to form the next 
elected government will have to be strong and flexible enough to bear the 
strain of the coming transition years, when the failures and shortcomings 
of the past regimes will have to be put right. If there is to be a reasonable 
chance of success for any democratically elected government and for the 
national recovery that would be its main objective, the newly emergent 
political leaders must strive to hold their individual and factional tenden- 
cies in check. It seems that they could not but have learned from the past, 
and would recognize that success or failure in the crucial first two or three 
years of a return to parliamentary democracy depends upon unity as much 
as upon the psychological transformation of the people, the means avail- 
able for economic recovery, and most of all, an acceptable modus vivendi 
with the military. This last issue, the future of the Tatmadaw, is some- 
thing that goes deeper than politics, something that must be addressed 
with extreme delicacy. Obviously, it would be best if internal peace could 
be achieved so as to reduce the need for a counterinsurgency-oriented mili- 
tary. 

Recent events have added even greater import to any eventual accom- 
modation with the armed ethnic insurrections. The new national mood 
might well pave the way for early negotiations, accompanied by a ceasefire 
and a "nonhostile balance of forces." Such an arrangement could be fol- 
lowed closely by accelerated development in the generally backward, con- 
tested areas. The regional autonomy issue must also be reappraised and 
debated in a democratic forum and included in the expected revision of the 
national constitution. 

The year's crisis has left Burma with a number of real gains, albeit ob- 
tained at great cost. The uprising has lifted the country a notch above the 
dismal collection of totalitarian states, communist and noncommunist, 
which continue to suffer silently, and though it is still premature to main- 
tain that recovery is around the corner, the conditions for change are al- 
ready here. This brings us to the question of Ne Win's legacy. He is 
doubtless still at the helm in this last phase of his stewardship. Just as he 
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has always forced his will upon the country, he now plans to do the same 
with history. This is not so incongruous, considering that he identifies 
himself with a familiar figure in precolonial Burmese history, the warrior- 
monarch—exemplified by Anawrahta of Pagan—who seeks to unify and 
strengthen the nation, taking in stride the bloodshed and dislocation in- 
curred by forcible incorporation, suppression of revolt, and extirpation of 
possible rivals. But Ne Win seems to have missed the other central: 
achievement of those strong unifying kings, that is, the establishment and 
nurturing of a healthy economy and society. 

He is engaged now in fashioning the ultimate paradox: after spending 
26 years bringing his country to economic destitution, culminating in un- 
precedented bloodshed, he must now attempt to win credit by restoring 
Burma to a vague and shaky pre-1962 condition. In keeping with the 
spirit of his rule, in which empty gestures figured so importantly, he may 
now wish to be remembered (and perhaps acclaimed) for bringing back at 
least the forms and rudiments of decent government. But for all his last- 
ditch efforts, history is unlikely to forget Ne Win's legacy of national ruin, 
or the cost of Burma's path to freedom. 
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In 1984 Iqbal Narain and P. C. Mathur published a 
paper in which they argued that ideology in Indian politics was a little 
studied and much misunderstood phenomenon, inside and outside of In- 
dia.! They outlined those characteristics of Indian political behavior that 
have preoccupied analysts and commentators, particularly the “recurrent 
splits, mergers, individual desertions, and dissonant factionalism,” that de- 
scribe what they call “organizational disarray.” The authors noted that 
scholars writing on the "organizational chaos” in most Indian political 
parties commonly attribute it to the “ ‘power orientation’, ‘temperamental 
differences’, and ‘self-seeking opportunism’ of individual political leaders.” 
These variables, they comment, “have nothing to do with ideology as a 
motivating factor.” 

Narain and Mathur argue correctly that the matter of value and princi- 
ple in political action requires more attention. But if their interest is in 
bringing more systematic analysis to the “chaotic” and person-centered 
aspects of Indian political behavior, then they should point to culture as 
needing special focus, as well as ideology. It is important to make a dis- 
tinction between the impact of (cultural) structures and the impact of ideo- 
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logical concerns on political behavior. Behavior that is affected by 
structural models of what is appropriate and desirable for individual en- 
deavors is to a certain extent behavior that is, for the actor, "difficult to 
make explicit." Behavior that is affected by ideological issues is an ex- 
pression of more conscious choice. With relatively greater awareness of 
the existence of alternatives, users of ideology make arguments for specific 
values and concepts. Those who would investigate the role of ideology in 
Indian politics should begin a process of clarification by attempting to 
make distinctions among behaviors, even if the distinction appears artifi- 
cial at times. In doing this, observers can focus on the behavior of individ- 
ual leaders and their followers, discuss the significance of the person in 
Indian leadership with greater precision, and attempt to sort out the inter- 
play between ideological elements in political motivation and culturally 
derived focuses on personal authority. 

Much that has been described as evidence of a lack of ideological com- 
mitment in India is actually the expression of political values with roots in 
precolonial political formations and culture, a period increasingly referred 
to as the Old Regime. Institutional bases for the persisting evolution of 
these structures have existed since the consolidation of British imperial 
rule and have continued, with transformation, into the period following 
independence. (The development of a modern state and the expansion of 
electoral politics and commercialization would all seem to have affected 
this transformation; however, my task here is merely to point out the exist- 
ence of a phenomenon that deserves further investigation.) As Narain and 
Mathur point out, there is clearly a basis for arguing that ideological posi- 
tions affect political decision making. However, the fact that both ideolog- 
ical and cultural impulses can operate in the same people and groups 
simultaneously lends complication and, it would appear, confusion to at- 
tempts at interpreting the meaning of political actions. 

In making an argument about the significance of behavior models with 
roots in preimperial political culture, I do not mean to suggest that only 
one particular model (which I discuss below) is available to Indian polit- 
ical actors or that all political actors are equally affected by this model. 
Nor do I suggest that the model appears with all possible characteristics at 
all times. However, there are several aspects of political organization—or 
“disorganization”—that can be more easily understood with reference to 


3. In the rest of this paper “structure” refers primarily to structures of meaning, the com- 
mon focus of discussion in cultural anthropology. 

4. Dan Sperber, Rethinking Symbolism (Cambridge: Cambridge University Press, 1975), 
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itions which normally remain tacit and which it is difficult to make explicit." 
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this model. These characteristics can be summarized with reference to 
patron-client behavior in political factions. 

Observers of Indian politics have discussed at length the prevalence of 
factionalism and the politics of patronage in urban and rural areas. What 
has been missing from their discussion is the association of patron-client 
relationships with political values as these developed in Indian historical 
experience. Patron-client links form the basis for much political associa- 
tion in developing countries. This does not mean, however, that the values 
of appropriate behavior for either patrons or clients are the same every- 
where or that networks are organized similarly in all of these areas. Closer 
examination of these values in the historical context of their development 
illuminates in some respects the nature of the leadership offered by the 
patron. Here, we can acquire insight, I think, into the meaning of the so- 
called “self-aggrandizement”’ upon which both Indian journalists and 
Western political scientists have often commented. There is, in modern 
Indian political culture, a tension—contradiction—between models of au- 
thoritative leadership that derive from the cultural structure of the Old 
Regime and the discipline demanded for attention to the aims of party 
policy and principles. The cultural model to which I refer (there are sev- 
eral important ones in India) focuses on the significance of the lordship of 
a person in a domain or sphere of influence. The domain itself exists in a 
segmented polity made up of many such personal domains. This informal 
polity overlaps with the bureaucratic and administrative structures of the 
state and economy. 

In the successful pursuance of party policy, one generally finds less focus 
on the personal authority of party leaders compared with the focus on 
abstract principle—unless, of course, as in the case of the Anna Dravida 
Munetra Kazagam (ADMK) in Tamil Nadu, party policy has included 
building up a personal cult. My interest at this point is not to discuss to 
what extent a focus on personality overshadows, if it does, the priorities of 
ideology and/or party policy in India. Such a task is beyond the scope of 
this article. Instead, I ask how we can understand the significance of the 
person of the leader as a focus for political activity. What does the trans- 
formed culture of the Old Regime contribute to the creation of this signifi- 
cance? In the following sections I will delineate a model of precolonial 
political organization that is gaining increasing acceptance among histori- 
ans of India. I will then discuss reasons to believe that this polity contin- 
ued to evolve during British imperial rule, and finally I will present, with 
particular reference to structures in Bengal and Tamil Nadu, contempo- 
rary evidence that this polity remains a force in Indian political culture. 
Because West Bengal and Tamil Nadu have such differing recent histories, 
it should be clear that I do not mean to suggest that this model explains all 
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that we need to know about political culture and ideology in India. My 
method of generalization is used frequently by social scientists of India as 
they attempt to expand their understanding in the face of the slow produc- 
tion of case studies. Following in this tradition, I make the usual dis- 
claimer that I understand there are regional variations but find strong 
indications that the model I present, based mainly on research on South 
India and Maharashtra, is suggestive for interpretations of the historical 
experience of much of the subcontinent. 


Recent interpretations of the Old Regime 

For a variety of reasons, having to do in part with the geography of the 
subcontinent and the particular development of caste, monarchical polities 
in India by the eighteenth century did not evolve strong structures of abso- 
lutist rule. The expansion of Asian trade in the medieval period contrib- 
uted to the development of institutions for taxation, and under the impact 
of the dissolution of the Mughal empire and the entrance of Europeans as 
a military force, there were tendencies toward greater centralization in re- 
gional states. However, regional states relied significantly in their integra- 
tion on ritual sovereignty over smaller state segments. The state tended to 
be formed out of ruling domains, i.e., the state segments, which replicated 
in their own structure features of the central domain. The royal house in 
these fluid constructions did not, therefore, have a monopoly on royal sub- 
stance and honors, but merely held the highest status among a loosely 
organized hierarchy of ranked, ruling houses. 

Kingship was honor and, in a sense, a status that was shared among a 
number of greater or lesser ruling lords. Even the headman of a village 
received ruling honors in village festivals, substituting for the more direct 
representation of a superior local ruling house. Indeed, even though val- 
ues of purity and pollution were important in the organization of caste in 
localities, caste itself was foremost a political phenomenon, responding di- 
alectically in its structure to the particular structure of monarchical organ- 
ization in India.) Religious values of worship, in which high status gods 
and goddesses were pure, supported the overwhelming prevalence of mo- 
narchical values in that the deities themselves, amidst their various identi- 
ties, were royal and "ruled" their devoted humaa subjects from temples. 
Even when gods were ascetics, like Siva and his counterparts, they were 
also viewed as kings, royal and ruling. 

For ruling lords, great or small, who were military leaders, however, 
kingship was also an achieved status. In achieved status, kingship—to be 


5. Ronald Inden, "Orientalist Constructions of India," Modern Asian Studies 20:3 (1986), 
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successfully maintained—required specific capabilities and responsibilities. 
Above all, a king or a local lord was one who carried out a range of protec- 
tive activities. He maintained military defenses with troops personally 
loyal to him and through the development of alliances with other military 
chiefs, and he protected dharma (moral order) by supporting worship, in 
temples and in the meritorious activities of Brahmans. A king also took 
some responsibility for settling disputes, but more importantly in a seg- 
mented polity, he supported dispute-processing activities of the heads of 
the smaller domains within his own rule—caste headmen, village leaders, 
chiefs of various sorts and strengths. Kings had to protect those who ac- 
cepted their authority by supporting their interests through the appropri- 
ate gifting of lands and/or other highly valued materials such as arms, 
cloths, jewels, food. This support took the form of invasion of areas 
outside the domain to capture treasure and/or extend royal authority over 
new territories that were then given in ritual contexts to loyal supporters. 
In his person, partly through his participation in ritual observances, the 
king symbolized abundance and prosperity and was an auspicious sight 
(darshan), properly fitted out, for his subjects to view. 

In return for protective services as well as auspicious and meritorious 
qualities, the subjects of a king owed him, theoretically, devoted service. 
Subjects expressed their willingness to serve by participating in ritual per- 
formances organized by the royal court. In these performances, powerful 
subjects were represented as sharing in royal “substance” and kingly quali- 
ties, and, paradoxically, their lordship over their own, lesser domains re- 
ceived legitimation. Thus, the domains of specific kings under the Old 
Regime were highly fluid entities and not territorially bound. Despite the 
emphasis on ritual observances portraying the merits of serving a lord loy- 
ally, lesser chiefs switched their allegiances often, going where their best 
interests lay in the process of domain building. André Wink has called 
such activity fitna, from the Mughal political tradition,® and it appears to 
have been a major element in state politics from ancient times. 

The main point here is that because monarchical structures were highly 
segmented, values of kingship constituted a model for authority that by the 
eighteenth century had penetrated the total polity down to the village 
level. Precisely because this model of achieved, personal ruling authority 
was associated with decentralized, segmented polities, the destruction of 


6. André Wink, Land and Sovereignty in India: Agrarian Society and Politics Under the 
Eighteenth-Century Maratha Svardjya (Cambridge: Cambridge University Press, 1986), and 
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Wesseling, eds., Comparative Studies in Overseas History 9 (Leiden: E. J. Brill, forthcom- 
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the larger monarchies in the process of imperial pacification did not result 
in the disintegration of institutional bases for monarchical culture in locali- 
ties. Models for authoritative behavior involving lordship in a domain un- 
derwent transformation in the imperial context and continued to evolve. 


Monarchical Models Under 
British Imperialism 

During the imperial period privileged landholding, Hindu worship, and 
political structures of agrarian society served as institutional bases for the 
continuing transformation and evolution of monarchical polity in India. 
The case of privileged landholding is, in the light of recent research, the 
clearest example of the impact of monarchical values on political culture. 
Historians’ focus on British imperial administration has tended to obscure 
or belittle this landholding as a significant element coloring the style of 
rural politics. Research on Tamil country and the Andhra coast, on the 
United Provinces and Oudh, and on Bengal all provide examples of the 
continuing strength of the model of a segmented royal polity.” Zamindars 
and talugdars, the holders of revenue estates, suffered loss of military re- 
sponsibility and major responsibilities for dispute settlement; however, in 
other areas we find clear indications of royal intent in action. Elite pa- 
tronage of religion and the arts, preoccupation with individual acts of lar- 
gess, sponsorship of festivals, conspicuous consumption, and even 
litigation activities—all constitute expressions of royal models of lordship 
in a domain. Rather than restructure agricultural production for greater 
efficiency or develop disciplined estate management, privileged landhold- 
ers generally left village elites secure in their smaller domains. Thus, the 
zamindari and talugdari were also a type of segmented royal polity. 
Outside of the areas of direct imperial rule, of course, the establishments of 
kings and chiefs of princely states remained as repositories of monarchical 
political culture. 

The patronage of religion—revolving around the restoration of temples, 
sponsorship of festivals, and distribution of temple honors—continued to 
be a focus of activity in privileged landholding because of the importance 
of Hinduism in the reproduction of royal status. The importance of royal 
symbolism in Hindu worship has served and serves still to uphold monar- 


7. Thomas R. Metcalf, Land, Landlords, and the British Rej: Northern India in the Nine- 
teenth Century (Berkeley: University of California Press, 1979), pp. 341-85; Muhammed 
Sirajul Islam, “The Life and Style of the Zamindars in the Early Nineteenth Century,” in The 
Dacca University Series 21, pt. A (1973), pp. 23-34; Pamela G. Price, “Resources and Rule in 
Zamindari South India, 1802-1903: Sivaganga and Ramnad as Kingdoms Under the Raj,” 
Ph.D. dissertation, University of Wisconsin-Madison, 1979. 
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chical models for authoritative behavior at the most elementary levels of 
social and political organization. 

As mentioned above, part of the general conceptualization of Hindu 
gods and goddesses is that they are, among their other attributes, ruling 
lords over their domains of devoted worshippers. In the larger temples 
daily ritual is organized around the care and feeding of the deities as ruling 
persons, and in the relationships between gods and worshippers the atti- 
tude of the worshipper is analogous in some respects to that of a subject of 
the deity. In puja the worshipper offers tribute in the hope of flattering the 
divine figure into a generous show of largess and mercy. Recent research 
on worship in Uttar Pradesh indicates that divine authority and power in 
Hinduism provide a model of status and authority for villagers as they 
approach village elites for protection.® 

This last observation leads into our discussion of the structure of rela- 
tionships in rural society as a basis for the maintenance of the values of 
monarchical culture. It seems possible that these values permeated and 
structured a large proportion of the transactions in the rural economy. 
According to work on late nineteenth-century Bihar, for example, persons 
in dominant positions attempted to give resources to which their subordi- 
nates were due as if these distributions were acts of largess. Peter Robb 
writes: 


Fictions appeared to be generated to disguise the mutuality of obligations. 
There was, for example, a notional separation of supply and payment, as in the 
harvest-shares of village servants, in the advances paid to cultivators, or through 
the intercession of agents at markets. Payment was separated from supply if 
village controllers fed labourers in famines when there was no work, or... if 
people incurred debt without expecting that repayment must inevitably fol- 
low. ... Perhaps it was separated, too, in the vagueness which many tenants 
were alleged to display about rents, as if the possession of the land did not relate 
directly to the payments, but both were owed independently (a matter of status, 
duties, or rights).? 


The focus of control in rural political economy was on commanding and 
directing the economic activity of persons under one’s personal authority. 
This, not taking possession of land, was the major aim in giving loans.!° 

Privileged landholding, Hindu worship, and structures of rural relations 
all contributed to the persistence of a focus on personal status and author- 
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ity in Indian social and political structures, despite the pressures of the 
development of British imperial administration. Robert Frykenberg's fa- 
mous study of a district administration shows that personal domain build- 
ing, at the expense of imperial efficiency, was an important, if unplanned, 
aspect of imperial rule in localities. More recent research confirms this 
finding.!! Because religion and the political economy were so thoroughly 
penetrated by models of lordship, the elimination of privileged landholding 
in the form of zamindari abolition has not eliminated the values of person- 
centered polities in independent India. 


The Authority of a "Lord": 

in Independent India 
In his study of factional politics in Uttar Pradesh, Paul Brass noted that 
"the faction leader is literally a potentate for a small circle of followers for 
whom he holds a nightly darbar [royal audience] and from whom he ex- 
pects unswerving and unquestioning loyalty."!? Brass decided, however, 
that the traditional model of leadership influencing leader-client relations 
was that of the guru and his chela (followers). The authority of the guru, 
however, shares in the same cluster of values that informs models of royal 
authority. (It has not been uncommon, for example, for spiritual leaders 
to be addressed as Maharaj, a term of respect in parts of India.) Brass's 
evidence, like the observation above, seems to point to the greater saliency 
of the monarchical model. Here is a description of Charan Singh quoted 
by Brass as coming from an opponent: 


Charan Singh wants abject loyalty. You must bow down and then accept some 
small grace from the omnipotent Choudhari Charan Singh. ... Charan Singh 
wanted that no leader should come to Meerut except that he alone wanted it 
(Meerut) as his own jagir [feudal domain].!? 


Thus, one might criticize an opponent, in private, by suggesting that he 
acts like a feudal chief. However, a political figure such as the current 
leader of the opposition, V. P. Singh, himself a descendant of a royal 
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house, or the former leader of the Dravidian movement in the South, An- 
nadurai, may be publicly celebrated with associations of kingship. '4 

Brass has another observation that is an example of references to self- 
aggrandizement found in writing on political behavior in India. To illus- 
trate the importance of personal prestige among faction leaders, he ex- 
amined a leader's autobiographical sketch: 


... the overwhelming desire for esteem and obsessive fear of public or private 
humiliation fills every paragraph. Every event mentioned in his life story ends 
either in the enhancement of his personal prestige and the recognition of his 
status as a leader among men or in humiliation or near humiliation.!5 


One is tempted to suggest that references on the part of non-Indians to 
personal traits in Indian political behavior run the danger of ethnocentri- 
cism. Donald Rosenthal took a neutral tone when he suggested in his 
study of two district elites in Maharashtra that the aggressive search for 
personal power and recognition was a function of "ambition" as an in- 
dependent variable in political analysis.!ó My suggestion is that, even if 
one is referring to “ambition,” it is necessary to realize that the valuation 
of life goals and conceptualization of the significance of personal prestige 
are related to structures of meaning that are the result of historical, social, 
and personal experience. Marshall Sahlins, in his work on structure and 
history, writes: 


Human social experience is . . . an ordering of men and the objects of their 
existence according to a scheme of cultural categories which is never the only 
one possible, but in that sense is arbitrary and historical. 


The cultural categories by which experience is constituted do not follow directly 
from the world, but from their differential relations within a symbolic scheme.! 


Sahlins is not suggesting here that human beings live within a cultural 
straitjacket that determines the meanings they give the world and their 
experience in it. He argues that because people do have life projects and 
goals, they invest symbols with their personal "interest," and in the pro- 


14. Gunnar Filseth, “Folkets Maharaja” (The people's maharaja), / Stdtet, Aftenposten 
(Oslo), 21 June 1988, p. 9, and George Hart, private communication, who first pointed out to 
me the importance of kingly symbolism in modern Tamil politics. 

15. Brass, Factional Politics, p. 176. 

16. Donald B. Rosenthal, District Politics and State Policy Making in India (Berkeley: 
University of California Press, 1977), p. 314; also Paul Brass, "Leadership Conflict and the 
Disintegration of the Indian Socialist Movement: Personal Ambition, Power and Policy," in 
Journal of Commonwealth and Comparative Politics 14:1 (1976), pp. 19-41. 

17. Marshall Sahlins, Islands of History (Chicago: University of Chicago Press, 1985), pp. 
145, 147. 
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cess of seeking to fulfill that interest, they come into contact with “the 
actual world” and revaluate symbols: 


. . . the use of conventional concepts in empirical contexts subjects the cul- 
tural meaning to practical revaluation. 18 
. . referential uses bring into play other determinations of the signs [con- 
cepts], namely, the actual world and the people concerned.!? 


Sahlins finds in culture a bringing of the past into the present, even as 
the present forces a reassessment of historically produced meaning: “Cul- 
ture functions as a synthesis of stability and change, past and present, di- 
achrony and synchrony.”?° His theory of structure and history draws 
attention to “ambition” and the meaning of the person of the leader—both 
for those men and women who seek to lead and for those who put a valua- 
tion on their leadership—as cultural concepts that are a product of histori- 
cal experience. The relatively slow rate of caange in Indian society 
(particularly with reference to economic growth rates) has contributed to 
relatively slow rates of change in political culture. Thus, the organization 
of monarchical culture in the Old Regime has continued, in India's still 
highly segmented society, to affect to a certain extent the way personal 
leadership is conceptualized today. This is not to argue that patron-client 
forms in themselves cannot be a response to the organizational needs of 
modern societies, nor that they do not themselves change in the context of 
commercialization or democratization. But I argue here that conceptual- 
ization of authority and the responsibilities and privileges of "leadership" 
have origins in historical experience. We find evidence for this assertion, 
importantly, in the valuations of ordinary people. Recent research indi- 
cates the conventionality of royal models in rural areas, with regional vari- 
ations. 

It is necessary at this point to backtrack a bi: and refer to a paradig- 
matic shift in the way scholars interpret Indian society. Ronald Inden 
recently published an article in which he reported that the focus, particu- 
larly in Western scholarship, on caste as the main distinguishing feature of 
Indian society had been the result of the construction of orientalist view- 
points of the historical experience of the subcontinent. He suggested that 
kingship in India had been the more significant influence in forming social 
as well as political relations. Referring to the work of the anthropologist, 
A. M. Hocart (1883-1939), Inden writes: 


18. Ibid., p. 145. To speak of "investing" symbols with personal interest does not imply, 
of course, that one finds all culture forming around a (narrowly defined) utilitarian "interest." 

19. Ibid., p. 149. 

20. Ibid., p. 144. 
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He argued that caste should be seen as a hierarchy of ritual offices centered on a 
king (or local lord) and having as their purpose the performance of the royal 
ritual for the benefit of the entire community. ... Castes, according to Hocart, 
were not a peculiar irrational social institution confined to India; nor had they 
at their very point of origin swallowed kingship; on the contrary, they were 
themselves offices of the state.2! 


Recent work by anthropologist David Mosse indicates what this observa- 
tion can imply for social and political behavior in a locality in the last half 
of the twentieth century. Doing fieldwork among untouchable castes in 
southeastern Tamil Nadu, Mosse found that, while concepts of impurity 
existed for the categorization of types of activities, untouchables did not 
believe that they were inherently low but felt that their status was histori- 
cally determined and was a function of inservitude: 


More specifically, the rank of [Pallars] in relation to others, was traditionally 
understood as linked to their royally appointed role as village kutumpan (mea- 
surer), with its associated rights and rank, expressed in the formal distribution 
of honours at the church [among Catholics] and in the temple.?? 


Along with D. B. McGilvray, who did research in Sri Lanka, Mosse finds 
that intercaste relations in his area are conceived as “ ‘historically insti- 
tuted relations of service, enforced obligation, respect, honour, chiefly sov- 
ereignty and the like' " with untouchables serving “‘ ‘visibly as feudal 
retainers, and symbols of public honour and prestige for their high caste 
overlords.’ "23 

The meaning of this vision of intercaste relations for a high caste ‘“‘over- 
lord” in Tamil Nadu is found in the work of Stephen Barnett. He argues 
that the highest non-Brahman castemen in the village he studied organized 
their identity around a model of kingship that had its practical expression 
in their capacity to command the labor of others. While these Kondaik- 
kati Velalars were the villagers most conscious of their kingly prerogatives, 
including special marks of honor and rank, other non-Brahman castes told 
origin myths reflecting the conviction that they had a kingly, landholding 
past. Such allusions held open the possibility for any casteman who ac- 
quired land to make claims to kingly status in the village. Barnett com- 


21. Inden, ‘‘Orientalist Constructions,” p. 436. 

22. C. D. F. Mosse, "Caste, Christianity, and Hinduism: A Study of Social Organization 
and Religion in Rural Ramnad," Ph.D. dissertation, University of Oxford, 1986, p. 238. 
Mosse shows that the politics of honors in the Catholic churches in the area is the same 
phenomenon as in Hindu temples. 

23. Ibid., p. 248, quoting D. B. McGilvray, '"Mukkuvar Vaaninai: Tamil Caste and Ma- 
triclan Ideology in Batticola, Sri Lanka," in Caste Ideology and Interaction, D. B. McGilvray, 
ed. (Cambridge: Cambridge University Press, 1982), p. 93. 
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ments that “even members of service castes practicing crafts . . . say they 
would give up these crafts if they could acquire land and command other 
castes."7^ The Rudolphs and Marguerite Ross Barnett have noted that in 
the postindependence period two minor political parties, the Tamil Nadu 
Toilers and the Forward Block, have been orgenized around claims that 
their dominant leadership came from castes that were warrior lords prior 
to British rule.?5 

Some might argue that Tamil Nadu provides a special case in India be- 
cause it was only lightly under Moslem influence. However, recent studies 
of Bengal indicate the significance of monarchical values in village cultural 
structure. The evidence we have from Bengal, however, finds more em- 
phasis than our Tamil examples on patron lords having royal dharmic 
(moral) responsibilities, including those of protection. Marvin Davis 
writes, for example: 


Torkotala villagers . . . regard the king—whatever his actual varna [caste cate- 
gory]—as a kshatriya [warrior] and look upon him as the exemplary political 
figure. ... Each head of a [domain] replicates the function of a king, as it were, 
within a more limited realm. . .. Individuals and groupings of individuals at 
every level of social organization are thus seen as replicating royal functions, as 
being single or collective political actors, each concerned with the common aim 
of maintaining and upholding dharma.?® 


And writing on the Bengal famine of 1945, Paul Greenough notes: 


In the view of the peasantry . . . zamindars were indeed owed deference and 
respect if they comported themselves correctly; and even the larger tenants of a 
zamindar would be addressed as “king” by inferiors if they undertook to abide 
by the kingly code for conduct. In short, kingship arose from conduct, and an 
individual peasant might have more than one king from whom to seek indul- 
gence.?7 


In order to understand how royal models could play a role in informing 
the value content of patron-client relationships in factions as these appear 


24. Stephen Allen Barnett, “The Process of Withdrawal in a South Indian Caste," in En- 
trepreneurship and Modernization: Occupational Cultures in South Asia, Milton Singer, ed. 
(Durham, N.C.: Duke University, Program in Comparative Studies on South Asia, Mono- 
graph and Occasional Series 12, 1973), pp. 179—204, esp. 181-82. 

25. Lloyd I. Rudolph and Susanne Hoeber Rudolph, The Modernity of Tradition: Political 
Development in India (Chicago: University of Chicago Press, 1967), pp. 50-51, and Margue- 
rite Ross Barnett, The Politics of Cultural Nationalism in South India (Princeton: Princeton 
University Press, 1976), pp. 62-63. 

26. Marvin Davis, Rank and Rivalry: The Politics of Inequality in Rural West Bengal 
(Cambridge: Cambridge University Press, 1983), pp. 112-13. 

27. Paul Greenough, "Indulgence and Abundance as Ásian Peasant Values: A Bengali 
Case in Point," Journal of Asian Studies 42:4, p. 838. 
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across a wide spectrum of sociopolitical activities in India, it is important 
to emphasize that these conceptions are not confined to very privileged 
landholding families. On the other hand, pointing out that villages are, to 
a certain extent, repositories of these values does not necessarily mean that 
only village-based factional patronage is informed by monarchical models. 
The fact that a great proportion of the population still lives in villages 
certainly indicates that these models will continue to have a strong base in 
Indian society, even as patron-client relations become transformed. Jan 
Bremen’s study of southern Gujarat gives examples of the transformation 
of the kingly model in that area. Earlier in the twentieth century the 
Anavil Brahmans exhibited “lordly behavior" and a “kingly style." Their 
bonded laborers, who showed them unflinching loyalty, called them Raja 
and daniamo (he who gives riches), a reference to the obligation of a king 
to show largess. By 1960 the system of bonded labor had disintegrated 
and with it the responsibilities of patronage. Now Bremen reports that 
while the Anavils will still respond to being called Raja, their focus is on 
“conspicuous consumption" as well as “conspicuous leisure."28 

At the core of kingly models—monarchical political culture—is the con- 
viction that daily well-being or relief from distress is dependent on discrete 
acts of mercy and generosity from superior beings, human or divine. Mo- 
narchical political culture causes political possibilities to be focused on 
what a person of superior status and power (both have divine attributes in 
popular Hinduism) can do to affect the well-being of others, either through 
largess and/or command of labor. Here we seem to find, on the one hand, 
cultural sources for preoccupation with personal prestige on the part of 
some politicians, and on the other, susceptibility to the charisma of a 
leader at some times in some parts of the subcontinent. In precolonial 
societies in India, the king in the beauty and dazzle of his person symbol- 
ized the potentialities of wealth for the community as a whole. Translated 
through the historical experience of the expansion of commercialization in 
India, this model of.consumption for a person of high status can find its 
expression in, for example, the preoccupations of the Anavil Brahmans of 
Bremen's study. 

I do not mean to imply with these observations that a large part of the 
population in India is sharply and rigidly limited in its range of political 
conceptualizations. However, in a society with the scale of poverty that is 
India's, the “safety net" of a welfare state, for example, can barely be 
imagined. It is thus reasonable to suggest that some structures that devel- 
oped under conditions of limited bureaucratic involvement in daily lives 





28. Jan Bremen, Patronage and Exploitation: Changing Agrarian Relations in South Guja- 
rat, India (Berkeley: University of California Press, 1974), pp. 44, 57, 59, 141. 
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continue to be effective in forming images of practical possibilities. The 
line of thinking in cultural anthropology that informs the theory behind 
my reasoning finds an active dialectic between structure and practice in the 
context of the “actual world." Certainly the recent political experience of 
West Bengal and Tamil Nadu, the former being ruled by a relatively disci- 
plined left-oriented political party and the latter, until recently, caught up 
in veneration of a populist, aging movie star, shows that the structures I 
discuss are only a part of the complex picture of motivation in Indian poli- 
tics. Even in Calcutta, however, the European-educated head of a devel- 
opment corporation remarked during an interview that, still, in his more 
progressive unit the “administrative culture is feudal . . . subordinates feel 
that they must pay court.” Having his subordinates come in to talk to him 
was like being in a darbar—"'every big man must have a court of his own,” 
and he added, “the big departments are run like large zamindaris."?? 


29. Interview in Calcutta, October 1986, undertaken in the course of a country study of 
India for the Norwegian Development Agency (NORAD). 





SOCIOECONOMIC CHANGE 
IN FAR-WEST NEPAL 


A Town in the Doti Valley 


Robert Shepherd 





This article briefly examines the economic and social 
impact upon local society brought about by the opening of a seasonal road 
link between Dipayal, Doti District, and Dhangardi, Kailali District, in 
the Far-West Development Region of Nepal. This road, which runs via 
Dhadeldura Bazaar, reached Dipayal in January 1986, and since then a 
large, seasonal bazaar has sprung up, bus service between Dipayal and the 
Indian border has been established, and the town has become the most 
important trading center for much of the Far West. In spite of these devel- 
opments, I conclude that the residents of Dipayal have yet to benefit from 
the new economic activity and may, in fact, have been negatively affected. 

Dipayal is located at the bottom of the Doti Valley on the north bank of 
the Seti River and is the seat of the Dipayal Nagar Panchayat, a Nepalese 
administrative designation equivalent to a city council. However, the bulk 
of the Nagar Panchayat population is located in and around Silgarhi, the 
district center 12 kilometers to the east, which sits on a high ridge over- 
looking the valley. Although the Nagar Panchayat population is around 
10,000, the actual population of Dipayal is 1,953.! The town proper con- 
sists of a small bazaar, several government offices, and approximately 205 
scattered houses. There is a telegraph office, post office, Royal Nepal Air- 
lines office, and Rastriya Bank branch office. 

In 1982, when King Birendra established the Far-West Development 
Region, the small village of Rajpur, located across the river from Dipayal, 
was chosen as the regional administrative center. Temporary government 


——— Robert Shepherd was a Peace Corps volunteer in Dipayal, Nepal, in 
1985-88 and will join the staff of the Beijing Second Foreign Language Institute (BSFLT) in 
September. 
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1. Population figures are for wards nine and ten of the Dipayal Town Panchayat and were 
supplied by Rati Bahadur Majhi, Nepal Red Cross, Dipayal. 
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offices were established in Dipayal and construction was begun on a sea- 
sonal road to link the Doti Valley with the Nepalese border towns of 
Dhangardhi and Mahendranagar in Kanchanpur District. Since the open- 
ing of this road link, construction of permanen: offices has proceeded in 
Rajpur. The Doti Valley is relatively small and the availability of surplus 
land is limited. Very little nonproductive land is available for construction 
projects on the Dipayal side of the Seti River. In Rajpur, on the other 
hand, much of the land consists of rocky soil and red clay deposits and is 
poorly suited to agriculture. Thus, the appropriation of vacant land for 
construction projects is economically feasible. This has left just five of the 
regional government offices remaining in Dipayal proper: Telecommuni- 
cations, Family Planning, Postal Service, National Planning Commission, 
and Village Cottage Industries. 

As a trade center, Dipayal has historically been secondary in importance 
to Silgarhi, the district town. Before construction of the road, Silgarhi had 
for generations served as the economic link between the Terai (plains) re- 
gion and the western hill districts of Bajura, Bachang, Accham, Jumla, 
and Humla. Goods and supplies were transported by mule and donkey 
from Dhangardhi to Silgarhi, a five- to eight-day trek depending on sea- 
sonal conditions. This trade was firmly in the hands of Silgarhi merchants, 
mainly ethnic Newars.? Despite its location along the major transport 
trail between Silgarhi and the Terai, Dipayal remained an economic back- 
water, where little in the way of goods and servizes was available. Its ba- 
zaar is quite small, consisting of 14 shops. There are four cloth dealers and 
one general store that stocks a wide range of menufactured items such as 
pens, stationery, cosmetics, and ready-made garments. The remainder of 
the shops are small stands offering the basic products found in such shops 
throughout the hill districts of Nepal: cigarettes, bidis, matches, biscuits, 
soap, incense, tea, and when available, local produce. l 


Prices and Supply 
Before a road link was established, the high cost of transportation from the 
Terai was reflected in the retail price level of goods (see Table 1), especially 
heavier goods. The basic transport charge between Dhangardhi and 
Dipayal by mule or donkey train was 170 Nepalese rupees per 40 kilo- 
grams (or Rs.4.25/kg.). The selling price of heavier items, such as ker- 
osene, rose to prohibitively high levels—Rs.16 per liter—during the 
monsoon season. Other goods, particularly high quality rice, were un- 


2. The villagers of Doti are overwhelmingly of the Chetri and Baund ethnic groups. There 
are a few Mugger villages in the south of the district and Silgarhi Bazaar is populated mainly 
by Newars. 
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available. Those who could afford to do so contracted privately with mule 
drivers for moto or masinu rice. Otherwise, only government rice, 
brought in by chartered plane and usually of poor quality, was available on 
the open market. For “luxury” items such as flour, sugar, ready-made 
clothing, and rubber sandals, residents of the Dipayal area traveled to Sil- 
garhi. Produce—potatoes, onions, pumpkins, and greens—was available 
on a seasonal basis. 

After the road reached Dipayal in January 1986, transportation costs 
fell sharply, and with them certain retail prices. In January 1988 the basic 
transport rate by truck was Rs.90 per 100 kg. (Rs.0.90/kg.), just 21% of 
the former rate by pack animal. A large temporary bazaar, known locally 
as New Market, sprang up on the south bank of the river opposite Dipayal. 
As Table 1 shows, the retail price of many items either decreased signifi- 
cantly or remained stable. Taking into account inflation for the three-year 
period, 1985-88, real prices fell, a direct reflection both of the sharp de- 
cline in transportation costs and an increase in competition.* 

The supply of goods and availability of services increased. Transporta- 
tion time was cut from the previous five to eight days to less than two. 
Perishables such as fruit, eggs, and vegetables are now readily found in 
New Market during the dry season (October thru June), and new ser- 
vices—watch repair, photography, and haircutting—are also available. 


Impact on the Local Economy 

The economy of Dipayal is dominated by subsistence agriculture. Wheat 
and mustard are raised during the winter months (November—March), and 
rice is grown during the wet season (April-October). The amount of dis- 
posable cash income available to the large majority of the population is 
quite limited and comes from three sources: the sale of surplus agricul- 
tural products, small business enterprises, and migratory labor in India. 

In Doti District, as in the other hill districts of Far-West Nepal, it is a 
common practice for men to go to India for a period of several years in 
search of work. Typically, Nepalese migrant laborers find employment as 
factory workers, restaurant employees, or as night watchmen in Indian 
cities. Migrants tend to settle in specific locales, depending upon their 
place of origin. For example, Doteli men are usually found in Bombay; 
Bajhangi men in Bangalore, and Acchami men in New Delhi. Informal 
support networks have evolved in each place, alleviating somewhat the 


3. The transport trade by mule and donkey is dominated by Muslims from the Terai bor- 
der region. 

4. According to World Bank figures, the national inflation rate for Nepal averaged 8.8% 
between the years 1980-1986 (World Development Handbook, 1988 [Washington, D.C.: 
World Bank, 1988]). 
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TABLE 1 Local Retail Prices in Dipayal: Before and After the Road 


Staples 
Item 1985 Price (in Rupees) 1988 Frice (in Rupees) 
Rice* 10-12/kg. masinu (high-grade rice) - 8.5/kg.* 
moto (low-grade rice) - 6.4/kg. 
Salt 4/kg. 2/kg. 
Sugar* 15/kg. 12.5/kg. 
Kerosene* 17/1. 6.6/1. 
Daal (massko) 18/kg. 14/kg. 
Loose tea 10/100g. 8/100g. 
Flour* 7/kg. 5/kg. 
Potatoes 8/kg. 5/kg. 
Gur 20/2kg. 15/2kg. 
Luxury/Packaged Items 

Item 1985 Price (in Rupees) 1988 Price (in Rupees) 
Noodles 7-8/pkg. . 5/pkg. 
Biscuits 6/pkg. 4/pkg. 
Batteries 16/2 piece 13/2 piece 
Soap (clothes) 5—6/1 bar 4.5/1 bar 
Soap (hand) 8/bar 6/bar 
Coffee 25-30/50g. 18/50g. 
Powdered milk 52/500g. 48/5002. 
Meat: Goat* 50/kg. 50/kg. 

Fish* 50/kg. 50/kg. 


NOTES: All prices are approximate, based on the information provided by local merchants 
and townspeople. 

“Before the road reached Dipayal, only locally produced rice was generally available in the 
bazaar, and the supply was severely limited. Outsiders relied on government-supplied rice. 
*Availability of supply was seasonal, at best. 


problems of housing, employment, and cultural isolation. Men who find 
work in India send money home with friends and relatives, though they 
themselves might stay away for several years at a time. Money earned in 
India is usually invested in land, cattle, or a teashop, or it is used to offset 
the costs of family weddings. 

Small businesses that are established in and around Dipayal are limited 
in scope. Owners lack capital reserves as well as the trade experience and 
expertise of the Newar merchants of Silgarhi. Shopowners usually sell tea, 
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cigarettes, biscuits, soap, and the like, operating on a very small scale with 
limited return on their investment. Similarly, cash income generated by 
the sale of surplus agricultural products is limited by the amount of sur- 
plus produced beyond the requirements of farmers and their families. The 
disposable cash income available to local residents, an outgrowth of the 
subsistence nature of the local economy, means that the people of Dipayal 
have been affected very little by the opening of the road link with the In- 
dian border region and the emergence of a large retail market. The de- 
crease in retail prices and growing availability of goods and services has 
been of limited benefit to the majority who lack purchasing power. 

Likewise, local businessmen have benefited little from the establishment 
of a new market center. Of 136 shops in New Market in January 1988, 
only 24 were owned by local residents.) The remainder were operated by 
outsiders, either from India, the Terai region, Dhadeldura, or Silgarhi. It 
can be surmised that this is due in part to the lack of experience on the 
part of the local business community in large-scale trading. Much of the 
business within New Market is centered around the grain, rice, and salt 
trade with the hill communities of the North. The local community tends 
to invest savings that have been earned as migrants within India in land, 
cattle, and gold for wedding dowries, a reflection of the conservative, 
agriculture-based local culture. 

The major beneficiaries of the opening of the road and the establishment 
of New Market have been the outside business interests that dominate the 
market, government employees, and the northern hill peoples. North- 
erners no longer have to travel to Dhadeldura or Dhangardhi near the 
border for necessities; now after planting their winter crops, they come 
down to Dipayal in December or January. Shepherds, the Bhotiye who 
are ethnically and culturally related to the Tibetans, come from Jumla, 
Humla, and Darchula to sell carpets, blankets, and raw wool and buy salt, 
rice, and grain. Families from Accham, Bajhang, and Bajura travel to 
Dipayal to purchase their yearly supplies of salt, sugar, tea, cooking oil, 
gur, and other items. For both groups, travel time and money are saved. 
Within Dipayal itself, only those with sufficient disposable income—pri- 
marily government employees—have benefited from the new economic ac- 
tivity. The vast majority of government employees in the area are 
outsiders. This is a reflection of the low education level of local residents 
and an official government policy of posting employees outside of their 
home districts in an effort to foster a stronger national identity. To en- 
courage employees to accept remote postings, the national government 
pays living allowances, in addition to regular salaries, for “hardship” 





5. Survey conducted by the author on January 10, 1988. 
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posts. In Dipayal, allowances are between 40 and 50% of base salary, 
depending on the ministry involved. With a monthly cash income and a 
remote living allowance as well, government workers in and around 
Dipayal have been able to take full advantage of the goods and services 
offered in New Market. 


Social Impact 

The local society of Dipayal is conservative and a rigid caste structure 
exists. The population is overwhelmingly Brahman and Chetri. Silgarhi, 
the district town, is the complete opposite; a large majority of its popula- 
tion is Newar, an ethnic group originally sent out to Doti from Kath- 
mandu in the mid-nineteenth century by the central government to serve 
as an economic colony. In Silgarhi, Brahmans and Chetris are a minority. 
New Market is an amalgamation of various ethnic and religious groups 
from throughout Nepal. Within the bazaar are found Muslim mule driv- 
ers from India, Sherpa, and Bhotiye Buddhists, Sikh truck drivers, and 
members of almost every caste and ethnic group in the kingdom. Caste 
distinction is usually less rigid in such a transient atmosphere. Exposure 
to such a range of outsiders may have a liberalizing effect on the attitudes 
of the local population, serving government efforts to instill a stronger na- 
tional identity among the disparate ethnic groups of Nepal. On the other 
hand, a transient atmosphere sometimes encourages, with its community 
of strangers, a breakdown of traditional modes of conduct and behavior. 

A temporary market the size of New Market, with a population in ex- 
cess of 500, also poses potential sanitation and health problems. The most 
basic facilities—a supply of clean drinking water and latrines—are practi- 
cally nonexistent in New Market. The Seti River serves the need for both. 
Environmental problems have been aggravated as well. The population of 
the Doti Valley in the past has been tied to the amount and productivity of 
the tillable land. In recent years, the populaticn has increased dramati- 
cally, straining local resources. Although food shortages have been pre- 
vented because of the road link, deforestation has become an acute 
problem. Local women now walk up to six hours round trip searching for 
firewood, the major fuel in the area. Surrounding villages meet the fire- 
wood demands of New Market residents, while hill people traveling down 
to New Market from the north with their sheep strip forests higher up in 
the valley. 


Conclusion 
I have attempted to examine some of the effects that the establishment of a 
motor road and market have had on Dipayal, Doti. Although the road 
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has brought an increase in the supply of goods and services as well as a 
decline in real prices, the local population has seen little benefit due to 
limited involvement in the monetary economy. The prime beneficiaries 
have been outsiders—businessmen and traders, government workers, and 
the northern hill peoples. In addition, local resources have been strained 
and the transient population has increased dramatically. If anything, the 
road and market have had a negative impact upon the local population of 
Dipayal. It remains unclear whether these short-term trends will continue 
into the future. 





ASEAN SECURITY IN THE 1990s 
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The 1990s portend a transition in Southeast Asian in- 
ternational politics parallel to its global counterpart. The scope of these 
changes will be comprehensive, affecting all regional actors; their direction 
will be toward a depolarization of security arrangements in which the 
alignments formed from the 1950s through the 1970s will evolve into more 
porous arrangements. External mentors (the United States and the Soviet 
Union), while still active players in Southeast Asia, will no longer claim a 
dominant influence in regional politico-military affairs. Interactions be- 
tween Association of Southeast Asian Nations (ASEAN) members and the 
Indochinese states (Vietnam, Laos, and Cambodia) will grow in tandem 
with new opportunities for Soviet and Americar: economic relations with 
yesterday’s adversaries. 

This transformation in regional security will develop from a combina- 
tion of propitious circumstances in which the actors primarily responsible 
for the confrontation of the previous three decades are simultaneously 
seeking change. 


—Vietnam is militarily weary, economically exhausted, and politically in crisis 
as the ruling party faces rampant cynicism throughout the society. 

—Both the Soviet Union and China prefer to concentrate on economic con- 
struction and are working to effect a mutual détente that will include South- 
east Asia. 

—Faced with a massive balance of payments deficit and a declining dollar, the 
United States foresees a lengthy period of no growth defense budgets and a 
continued low priority for Southeast Asia as a region for naval and air de- 
ployments. 


— Sheldon W. Simon is Professor in the Political Science Department 
and Faculty Associate of the Center for Asian Studies, Arizona State University, Tempe. 
This article is a revised version of a paper prepared for the Defense Intelligence College-U.S. 
Pacific Command Conference, February 1989, Hawaii. Research on which it is based was 
supported by travel grants from The Earhart Foundation (Ann Arbor) and the U.S. 
Information Agency. 
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While these conditions suggest a more relaxed security situation for 
Southeast Asia in the coming years, they do not explain how current 
problems will be resolved or whether the alterations on the horizon will 
occur smoothly. Recalling that the polarization of the last three decades 
at least had a comforting predictability, statesmen now face the more dis- 
comfiting prospect of new ties with old enemies while they attempt to re- 
tain some security guarantees from the current order. This article looks at 
the major unresolved security issues in Southeast Asia and assesses pros- 
pects for their resolution during the forthcoming era of political transition. 
The indigenous capabilities of the ASEAN states to cope with their secur- 
ity concerns will be examined, as will Indochina’s future relationship to 
ASEAN. Great Power (the United States, USSR, China) interests in the 
region will be compared and the probability for a regional neutralization 
scheme—The Zone of Peace, Freedom, and Neutrality (ZOPFAN)—ex- 
plored, especially in light of new regional conflicts in the South China Sea. 

ASEAN ’s creation in the late 1960s was based on the belief that local 
disputes were wasteful and self-defeating. Political consultation to resolve 
local problems and to present a united front against external challenges 
would enhance the ability of each state to ensure its own integrity. More- 
over, reliance upon friendly outside powers for security guarantees by most 
ASEAN members (Philippines, Thailand, Malaysia, Singapore) was ac- 
cepted since it fit the general belief that regional order should not be based 
on a regional concentration of power. The absence of a strong military 
component in ASEAN affairs meant that all the Association could offer a 
threatened member would be diplomatic solidarity. In the case of Viet- 
nam’s occupation of Cambodia, ASEAN’s record of support for Thailand 
proved exemplary. Effective coordination of ASEAN diplomacy against 
Hanoi’s invasion raised the worldwide esteem in which ASEAN was held. 
Unfortunately, however, the Cambodian conflict also underlined 
ASEAN’s greatest weakness: an inability to protect Southeast Asia from 
the intrusion of unwanted external powers as mentors to regional adversar- 
ies—in this case the Soviet Union for Vietnam and China for Thailand and 
the international pariah Khmer Rouge. Resolution of local conflicts and 
the extrication of outside actors has become ASEAN’s primary security 
goal as the 1990s approach. 


ASEAN Security Capabilities 
If the ASEAN states are to manage their own security environment, they 
must develop the capacities to act in a regional setting. In fact, the armed 
services of these states began to create air and naval forces in the mid and 
late 1970s as their economies grew sufficiently to permit the expansion of 
military budgets. This ASEAN shift from a predominant concern with 
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internal insurgencies to the establishment of conventional forces with lim- 
ited power projection occurred for several reasons: (1) the atrophy of com- 
munist insurgent groups in the late 1970s following the split between 
China and Vietnam and increased political and economic stability within 
ASEAN societies (excepting the Philippines); (2) concern in Singapore, 
Thailand, and Malaysia particularly about the military capabilities and in- 
tentions of Soviet-supplied Vietnam after its invasion of Cambodia; and 
(3) the realization that to defend and exploit 200-mile Exclusive Economic 
Zones (EEZs) is air and maritime surveillance required. , By the late 1980s, 
ASEAN governments had acquired respectable regional power projection 
forces (see Table 1), and several states were also upgrading their air and 
naval inventories in anticipation of maritime defense needs in the 1990s. 

In addition to acquiring a squadron of F-16s, Singapore is upgrading 50 
A-4s with F-404 engines, in effect creating a virtually new air-to-air fighter. 
Combined with E-2C AEW aircraft, the Singapore air force can detect 
hostile planes at a distance of 400 kilometers, providing an extra 30 min- 
utes to react. With air-to-air missiles, Singapore’s force constitutes a for- 
midable regional air defense around the Strait of Malacca. Significantly, 
Indonesia will provide the Singapore air force with a weapons exercise 
range in Sumatra being prepared for the joint use of both countries. Thus, 
Indonesia will be added to Brunei, Thailand, the Philippines, and Taiwan 
-as locations for permanent Singaporean military training facilities. 

Malaysia will upgrade its defense establishment with $3 billion worth of 
new arms from Great Britain, to include two squadrons (24) of Tornados 
and two submarines. The Malaysian army will add 50 new 105mm and 
150mm artillery pieces as well as short-range SAMs and air defense radars. 
These acquisitions, when deployed in the mid-1990s, will transform the 
Malaysian military from a counterinsurgency force into one designed to 
fight a limited regional conflict. (The only other ASEAN member operat- 
ing a submarine is Indonesia.) Malaysia’s broadgauged force moderniza- 
tion is motivated by concerns over the Soviet naval buildup at Cam Ranh 
Bay, concern over Vietnam’s intentions in the South China Sea, and 
China’s growing blue water capability—all in the vicinity of Kuala 
Lumpur's offshore oil and gas production wells near the disputed Spratly 
Islands. Unlike the F-16, acquired by Thailand, Singapore, and Indonesia 
and primarily viewed as an air superiority aircraf:, the Tornado can also be 
used in ground and naval attack roles. Moreover, the Tornadosw would be 
more than a match for Vietnam's MiG-23s. 

For Thailand, the F-16 adds an offensive dimension that could be used 
to hit Vietnamese staging areas in Laos and Cambodia. The decision to 
acquire the aircraft was made in 1983 when Vietnamese intentions and 
actions along the Thai border were far from clear. Additionally, because 
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Thai logistics have been so rapidly expended in protracted border fights 
against Vietnamese army units, Bangkok has also made arrangements for a 
$100 million joint weapons stockpile with the United States. In fact, Thai 
defense officials are developing parallel supply sources: heavier fighter 
technology, more sophisticated and expensive systems such as the F-16 
from the United States, and lighter, more easily maintained, cheaper weap- 
ons from China including light tanks, APCs, 130mm artillery, minesweep- 
ers, and four frigates. The Chinese weapons will be sold at approximately 
10 to 30% of their market value. These large-scale conventional weapons 
acquisitions imply that despite Vietnamese promises to withdraw from 
Cambodia in 1990, Thai authorities still see Indochina as a major threat to 
Thailand’s security. Growing dependence on Beijing for weapons and 
plans for a Chinese arms stockpile in Thailand have worried Indonesia and 
Malaysia, however. Jakarta is particularly concerned that the stockpile 
could be used to supply the Khmer Rouge, thereby delaying a negotiated 
settlement to the Vietnamese occupation of Cambodia. The longer-term 
meaning of the arms supply relationship with China indicates a Thai deci- 
sion to keep a cap on its defense budget so as not to inhibit economic 
growth, while simultaneously developing a significant regional capability 
to control its air and maritime zones as well as its land borders. 

The only ASEAN state whose military remains devoted exclusively to 
counterinsurgency is the Philippines. Its military authorities have be- 
moaned the obsolescence of the air force and navy, noting that the average 
age of aircraft is 35 years, while the country’s ships are at least 45 years 
old. In effect, neither service can provide credible defense. Indicative of 
the Philippines’s minimal sea defense capability was the navy’s admission 
that it could not defend the Turtle Islands jointly claimed by the Philip- 
pines and Malaysia in the event of a Malaysian decision to occupy.! 

ASEAN’s smallest member, Brunei, will probably affiliate with Malay- 
sia and Singapore in the Five Power Defense Arrangement (FPDA) by the 
early 1990s. Brunei already has strong defense ties with FPDA members 
who regularly train in Brunei’s jungle territory. The FPDA itself (Malay- 
sia, Singapore, Australia, New Zealand, Great Britain) is welcomed by the 
other ASEAN states, and there seems to be little regional sentiment favor- 
ing its dissolution. On the contrary, the possibility exists for an expansion 
of the current Integrated Air Defense System (IADS) among the five to 
include Thailand and Indonesia as they acquire AEW and F-16s. Adding 


1. Defense Secretary Ramos, Statement before the Philippine Senate Defense Committee, 
Agence France Presse (Hong Kong), September 13, 1988, Foreign Broadcast Information 
Service, Daily Report, East Asia (hereafter FBIS, DR/EA), September 14, 1988, p. 53. See 
also the statement by Naval Commodore Juanito Cortez in the Philippine Daily Inquirer, 
September 13, 1988. 
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Bangkok and Jakarta to the FPDA air defense arrangements would virtu- 
ally create an ASEAN-wide system for monitoring the sea and air spaces 
of Southeast Asia.2 Thailand and Indonesia, Indonesia and Malaysia, and 
Thailand and Malaysia exercised regularly in the late 1980s so their armed 
forces are already experienced in joint maneuvers. 


The USSR, China, and ASEAN 


From Khrushchev’s time, Soviet status in world affairs has been inordi- 
nately based on a single dimension—military power. Although a notewor- 
thy achievement, by the 1980s even that dimension was threatened with 
rapid deterioration as Soviet technological development lagged badly be- 
hind the West. Simultaneously, Soviet-style communism lost its luster as a 
politico-economic model for developing states when the USSR economy 
fell even further behind world standards. For Gorbachev, the challenge is 
to rebuild the economic, political, and social basis of his country—the un- 
derlying structure of the USSR as a superpower—and to achieve these 
ends, resources must be transferred from militery to civilian activities. 
There appear to be three new axioms in Gorbachev’s security thinking: 


-Security is mutual; Soviet security cannot be enhanced at the expense of other 
states’ security; 

—Reasonable sufficiency should be the combat basis of Soviet armed forces; 

— Soviet strategy should be based on defensive not offensive capabilities.? 


The emphasis on stability provides doctrinal support for politico- 
diplomatic efforts to reduce regional tension. Yet, these efforts could also 
jeopardize Soviet relations with important allies, such as Vietnam, who 
may have to abrogate their own security objectives while Moscow reforms 
its Southeast Asia policy. One interpretation of the doubling of Soviet aid 
to Vietnam to approximately $2 billion annually is that it so increases Ha- 
noi's dependency that the latter has no choice but to support Moscow's 
policy for a negotiated solution to the Cambodian occupation.* 

ASEAN is a far more important component of Southeast Asia than is 
Indochina with four times the latter's population and territory. If the So- 
viets can reduce the regional perception of Vietnam as a threat to stability, 
then Moscow can accentuate trends toward multipolarity, weakening U.S. 
linkages. Beginning with his Vladivostok speech in July 1986, followed by 
an interview with the Jakarta newspaper Merdeka a year later and the 


2. Author's discussions with Australian Department of Defence officials, Canberra, July 
18, 1988. 

3. These are elaborated in Stephen M. Meyer, “The Source and Prospects of Gorbachev's 
New Political Thinking on Security," International Security 13:2 (Fall 1988). pp. 134ff. 

4. Hiroshi Kimura, “Gorbachev’s Agenda for Asia,” The Pacific Review 1:3 (1988), p. 220. 
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Krasnoyarsk address in September 1988, Gorbachev has outlined an Asian 
(and ASEAN) policy designed to invigorate bilateral relations through 
economic opportunities. Moscow has proposed joint ventures, ship repair 
contracts for the Philippines and Thailand, and ship building contracts to 
Singapore; it has offered to buy Thai rice, especially after the United States 
failed to honor its commitment; and it has proposed expanded trade rela- 
tions with each ASEAN member. Taking a page from the policy books of 
the United States and Japan, the Soviets have even offered to assist eco- 
nomic recovery in the Philippines through a multimillion dollar assistance 
package of loans, grants, and technical aid. Nevertheless, Soviet eco- 
nomic inroads have been limited by an inability to provide either the quan- 
tity or quality of Western trade, services, and investment. In fact, Soviet 
exports to ASEAN have declined in recent years because of complaints 
about obsolescent equipment and difficulty in obtaining spare parts. It 
seems that any significant enhancement of Soviet economic links to South- 
east Asia must await the success of perestroika rather than being a compo- 
nent of it. 

Politically, the Soviets may be more successful. In his message of greet- 
ings to the December 1987 Manila ASEAN summit, Gorbachev, appar- 
ently for the first time, unreservedly endorsed ASEAN’s Zone of Peace, 
Freedom, and Neutrality concept, tying it to the achievement of a South- 
east Asian nuclear-free zone. Thus, the Soviets have endorsed ASEAN’s 
most cherished security goal, a policy the Americans do not approve. So- 
viet officials have also reassured the Philippines that it is not a target for 
nuclear attack despite the presence of U.S. bases and that no support 
comes from Moscow for communist rebels.® 

Unlike the Soviet Union, which is very much on the outside trying to get 
in, China sees itself as an ASEAN ally, benefiting from its backing of 
ASEAN’s efforts to elicit a Vietnamese withdrawal from Cambodia and 
from its staunch support for Thailand as the frontline state. This current 
advantage, however, may well be vitiated over time. Indonesia and Malay- 
sia worry about China’s ties to the Khmer Rouge and its growing blue 
water naval capability in the South China Sea. Indeed, China is seen as 
more of a long-term threat to Southeast Asia than is the Soviet Union. 
ASEAN leaders remember that the communist insurgents they battled 
into the 1970s all identified with Maoism despite Beijing’s disclaimer of 
any material aid. (Ironically, Chinese assistance to the Cambodian resist- 


5. Philippine Daily Inquirer, July 25, 1988. 

6. Interview with Soviet Deputy Foreign Minister Igor Rogachev in Malaya (Quezon 
City), March 28, 1988, in FBIS, Daily Report, Soviet Union, (hereafter DR/SOV), March 31, 
1988, p. 19. 
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ance recalls the PRC’s earlier backing for revolutionaries bent on over- 
throwing ASEAN governments.) 

Even China’s modernization policy under Deng Xiaoping, which re- 
quires a lengthy period of peace, is viewed suspiciously by many ASEAN 
analysts who see its ultimate purpose as that of augmenting China’s mili- 
tary capabilities. Thus, American aid to the People’s Liberation Army 
(PLA) is seen as misguided insofar as it enhances Chinese air and maritime 
strike capabilities." These concerns appear overdrawn, however, when 
China’s military industries are examined. Bomber and fighter factories 
have been converted primarily to civilian production, turning out only 
three or four military aircraft per year. Moreover, U.S. assistance for the 
avionics of China’s F-8 is for a defensive interceptor, not an offensive 
fighter-bomber. Much the same situation applies to the navy. Naval ship- 
yards are devoting most of their construction time to merchant vessels as 
part of the economic modernization program. The military ships being 
built are 1950s- and 1960s-pattern frigates, destroyers, patrol boats, and 
diesel submarines, whose primary task would appear to be sea defense 
against the USSR. To mount an attack on ASEAN, China would have to 
reorder its domestic priorities and change its defense doctrine, risk weak- 
ening its ability to counter the Soviet Union, and jettison its efforts over 
the past 15 years to establish good political and economic relations with 
the Association, in addition to destroying its relationship with the United 
States and Japan. 

Chinese analysts believe their greatest security-diplomatic success 
within ASEAN to be the bonds the PRC has forged with Thailand. For a 
decade Thailand has cooperated in the shipment cf Chinese supplies to the 
Cambodian resistance and has benefited from Chinese military pressure on 
Vietnam. In 1987 Beijing began to sell a range of military equipment to 
the Thai army at give-away prices; and in 1989 negotiations began for the 
creation of a Chinese-supplied arms stockpile ir Thailand, an unprece- 
dented event for both countries. Creation of the stockpile would institu- 
tionalize the special relationship between Beijing and Bangkok and assure 
its continuation even after the resolution of the Cambodian conflict. Chi- 
nese analysts believe that Thailand will retain this special relationship as a 
guarantee against Vietnamese intervention in Cambodia, should the 
Cambodian outcome turn sour. While the United States supports the 
Chinese stockpile plan as adding to Thailand’s security, Indonesia and 


7. Chang Pao-min, “China and Southeast Asia: The Problem of a Perceptual Gap”; Tim 
Huxley, “ASEAN’s Prospective Security Role: Moving Beyond the Indochina Fixation"; 
and Lee Yon-yeng, "Access to Southeast Asian Waters by Naval Powers: Some Problems 
and Ambiguities,” all in Contemporary Southeast Asia 9:3, December 1987. 

8. Author's interviews at the Shanghai Institute of International Relations, June 1, 1988. 
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Malaysia look askance at the prospect of a permanent security link be- 
tween China and an ASEAN member. They suspect the stockpile could 
be used to supply the Khmer Rouge and, therefore, further delay a 
Cambodian settlement. Thai leaders insist that the stockpile will be used 
exclusively by their own army for rapid resupply in the event of an attack. 


The Cambodian Conflict and ASEAN 


Central to any assessment of the future of ASEAN security is the resolu- 
tion of Vietnam’s Cambodian occupation and the future role of Indochina 
in Southeast Asia’s regional order. All actors important to the region are 
either directly involved as political participants in the search for a solution 
(ASEAN, Vietnam, and the four Cambodian political groups) and/or as 
backers for one or another group of participants (the USSR, China, and 
the United States). Preferred outcomes range from the maintenance of the 
Vietnamese-installed Heng Samrin regime in Cambodia (Vietnam) to its 
complete dissolution and replacement by a Sihanouk-led noncommunist 
government (Thailand, Singapore, the United States). The most probable 
result will fall somewhere in between, through a political solution brought 
about by exhaustion of the participants. 

For Vietnam, a significant policy change occurred at the Sixth Party 
Congress in December 1986 when a reform leadership, bent on ending the 
country’s isolation and rebuilding its economy, indicated a willingness to 
compromise over Cambodia in order to facilitate a withdrawal of People’s 
Army of Vietnam (PAVN) forces by 1990. The diplomatic logjam was 
loosened some more when Thai Prime Minister Prem Tinsulanonda visited 
Moscow in the spring of 1988, eliciting a Soviet promise to encourage Viet- 
nam to broaden its view of an acceptable successor coalition for Cambodia. 
In the Soviet case, improvement of Sino-Soviet relations had taken prece- 
dence over its Vietnam alliance by the late 1980s. In practical terms, the 
Vietnamese and Chinese preferences began to converge with the former 
agreeing to include Khmer Rouge “moderates” such as Khieu Samphan in 
a future Cambodian coalition, while China would accept the Heng Samrin 
group as a legitimate partner after Vietnamese forces withdrew. 

Despite the diplomatic retreat, Hanoi’s view of its geopolitical security 
needs have not changed. Its leaders still believe that Indochina is a single 
security unit and that Vietnam’s safety depends on the maintenance of a 
special relationship with Laos and Cambodia. At minimum, regimes in 
these two states must pose no threat to Vietnam’s vulnerable western bor- 
der. A big question, then, revolves around Hanoi’s willingness to accept a 
Cambodian regime in the 1990s that could well be noncommunist as long 
as there were international guarantees that this regime would remain 
nonaligned. Acceptance of this arrangement would imply that Hanoi had 
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abandoned its 1970s self-image as the leader of a revolutionary vanguard 
for Southeast Asia. If Vietnam were to see itself as a status quo power, 
then relations with ASEAN would quickly develop. This trend would be 
accelerated if Sino-Vietnam relations improved sufficiently to reduce Ha- 
noi's fear of a possible Chinese drive to its south. Once Hanoi believes that 
China no longer presents a security challenge, the need for a militant alli- 
ance among the Indochinese states is reduced, as is the need for Soviet 
protection. 

Reaching that happy combination of developments remains a major 
problem for the next several years, however. Despite their ostensible will- 
ingness to become just one member of a four-part coalition led by Prince 
Sihanouk, the PRC-backed Khmer Rouge appear to be preparing for a 
new onslaught once the Vietnamese have withdrawn most of their forces. 
The Khmer Rouge refuse to exclude any of their leaders from a post- 
Vietnam settlement; and their forces may be double those of the 25,000 
affiliated with the Sihanouk and Son Sann groups. Chinese specialists on 
Southeast Asia insisted that the Khmer Rouge would fight if they were 
excluded from a negotiated settlement. Moreover, even if a four-part coa- 
lition government were established, the outcome would still be renewed 
civil war because of the incompatibility of such a hydra-headed entity.? 
This prediction is provided credence with the relocation of Khmer Rouge 
camps in 1988 to staging areas within a few miles of the Thai-Cambodian 
border away from any U.N. Border Relief or Red Cross supervision. In- 
ternational relief officials believe this is the first phase of a Khmer Rouge 
plan to seize territory inside Cambodia as Vietnamese forces withdraw. 
Weapons stockpiles were prepositioned in western Cambodia beginning in . 
1987 in anticipation of these developments. Nor is there any indication 
that China plans to stop supplying its Khmer Rouge client, promising to 
freeze such assistance only after all Vietnamese forces are out of Cambodia 
and a quadripartite government is in place.!9 It would appear, therefore, 
that for the foreseeable future, Thailand and China both see the mainte- 
nance of a strong Khmer Rouge force to be essential for the destruction of 
the Vietnamese position in Cambodia. In short, traditional security views 
still prevail in Bangkok and Beijing despite rhetoric designed to reassure 
the international community that the Khmer Rouge should not return to 


9. Author's interviews with analysts at the Shanghai Institute of International Relations 
and the Institutes for Southeast Asian Studies in Kunming and Guangzhou, June 1988. 

10. PRC Foreign Minister Qian Qichen speech to the U.N. General Assembly, Xinhua, 
September 28, 1988, in FBIS, Daily Report, China (hereafter DR/CHI), September 29, 1988, 
p. 4. 
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power and that China supports the establishment of an international su- 
pervisory committee and international peacekeeping forces in Cambodia.!! 

Western observers believe that Soviet pressure has led Vietnam to com- 
promise on both the withdrawal of PAVN forces from Cambodia and the 
acceptance of a Khmer Rouge component in a reconciliation govern- 
ment.!? The latter particularly reassures Beijing that its interests will be 
represented and is, therefore, in line with Soviet efforts to effect a Sino- 
Soviet rapprochement. Nevertheless, even after a PAVN exit Hanoi may 
have other sources of influence in Cambodia, including the return of up to 
300,000 Vietnamese civilians who had been living in Cambodia in the early 
1970s and, according to some reports, the transfer of thousands of Khmer- 
speaking Vietnamese and Khmer Krom soldiers to the Heng Samrin army. 
Additionally, thousands of People’s Republic of Kampuchea (PRK) cad- 
res have been trained in Moscow and Hanoi and will maintain close ties to 
the USSR and Vietnam.!? Nor have references ceased in either Hanoi or 
Phnom Penh about the ‘“Cambodia-Vietnam-Laos alliance of special 
friendship.” 14 

The ASEAN blueprint, supported by the United States, would combine 
the withdrawal of Vietnamese forces with the internationally supervised 
disarmament of all four Khmer factions. An international control com- 
mission would subsequently arrange elections for a new government. 
(Neither Vietnam nor the PRK are prepared to accept the termination of 
the latter's government, however.) ASEAN’s hope is that a security trade- 
off can take place: China’s abandonment of the Khmer Rouge in exchange 
for the withdrawal of Vietnamese forces from Cambodia. This, in turn, 
would be followed by nonaggression pacts among Cambodia, Thailand, 
and Vietnam, allaying mutual security concerns.!? China's reluctance to 
abandon the Khmer Rouge inhibits these developments, however, because 
of other outstanding issues in Sino-Vietnam relations related to the border 
question, the South China Sea islands, and the overall relationship. Until 
these issues are negotiated, as Leszek Buszynski notes, the Khmer Rouge 


11. See report of CCP General Secretary Zhao Ziyang's statement to visiting Japanese 
Prime Minister Noboru Takeshita in Renmin Ribao, August 27, 1988; also PRC Premier Li 
Peng’s statement in Renmin Ribao, November 12, 1988. 

12. Nayan Chanda, “Indochina: A Troubled Partnership,” Far Eastern Economic Review, 
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will continue to be a bargaining chip for China, and ASEAN hopes for a 
Vietnam-China disengagement over Cambodia will not be fulfilled.!é 

Nevertheless, Vietnam made a unilateral decision to withdraw its forces 
from Cambodia by the end of September 1989 even if no political agree- 
ment has been reached. This suggests that Hanoi has opted for new ties 
with the West for economic reconstruction rathe- than the maintenance of 
political dominance in Cambodia. Hanoi also urged Beijing and ASEAN 
to end their aid to the resistance in exchange for a Vietnamese cutoff of 
assistance to the PRK. Should aid to the resistance continue, however, 
Hanoi reserves the right to renew its own for the PRK. Vietnamese lead- 
ers believe that the Heng Samrin-Hun Sen regime is sufficiently strong to 
maintain governance in Cambodia's major towns and cities. If resistance 
supplies are terminated, Hanoi calculates that Sihanouk will come to an 
agreement with Phnom Penh rather than risk either a PRK or Khmer 
Rouge military victory. Additionally, for Vietnam, withdrawal from Cam- 
bodia removes a major obstacle to the improvement of relations with 
China at a time when the PRC is forging a new relationship with Hanoi's 
Soviet mentor. Moreover, withdrawal would end the expense of occupa- 
tion, secure Vietnam's western border, create tke political basis for eco- 
nomic assistance from the West, and provide alternatives to total reliance 
on the USSR.!? 


ASEAN Politico-Economic 

Relations with Indochina 
The ASEAN states are not agreed on Vietnam's future role within the 
region. Although all members of the Associaticn insist that Vietnamese 
soldiers return to their own territory, Vietnam's subsequent acceptability 
as a security partner is an open question. For Indonesia and Malaysia, 
Vietnam is potentially an important regional partner without whose partic- 
ipation ZOPFAN cannot be achieved. Malaysia, particularly, feels that 
Vietnam can become a constructive regional member once it ceases to 
threaten ASEAN security. Singapore and Thailand have held a more 
skeptical view of Vietnam as a possible partner. They are wary of the 
Soviet connection, particularly if the United States leaves the Philippine 
bases in the 1990s. As the frontline state, Thailand has been able to domi- 
nate ASEAN policy toward Indochina. While Kvala Lumpur and Jakarta 
express misgivings over the growing network of politico-military ties be- 


16. Leszek Buszynski, ASEAN: Security Issues in the 1990s, Working Paper No. 165 (Can- 
berra: The Strategic and Defence Studies Centre of the Australian National University, Sep- 
tember 1988), p. 5. 

17. See Brantly Womack, “Stalemate in Indochina: The Case for Demilitarization,” 
World Policy Journal, Fall 1987, esp. pp. 681-83 and 690-91. 
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tween Bangkok and Beijing, neither Malaysia nor Indonesia would break 
with Thailand over these concerns. A rupture would only enhance 
China’s importance to Thailand and enhance the PRC’s opportunities in 
Southeast Asian affairs. 

Despite political pressures on Vietnam to leave Cambodia, by the late 
1980s Hanoi’s economic relations with ASEAN were on the upswing in 
anticipation of a new era. Malaysia offered to provide technical aid as 
soon as the Vietnamese troops were withdrawn. Thai consumer goods al- 
ready were finding their way to Vietnam in large quantities via Singapore. 
Indonesia was trading directly with Vietnam, even selling thousands of 
tons of fertilizer from a joint venture plant in which Thailand holds equity. 
The Philippines, too, signed agreements for long-term economic and cul- 
tural cooperation. 

Thai leaders are reassessing their own influence capabilities in Indochina 
after a Vietnamese exit from Cambodia, and their conclusions seem prom- 
ising. Prime Minister Chatichai Chunhawan is taking a more flexible line 
toward Indochina, influenced by M. R. Sukhumbhand Paribatra, a new 
foreign policy advisor from Chulalongkorn University’s Institute for Stra- 
tegic and International Studies. Sukhumbhand has argued that although 
Laos is part of Vietnam’s security sphere, Thailand can still encourage 
flexibility in Vientiane’s foreign policy and reinforce traditional Laotian 
ethnic and economic linkages to Thailand.!? Thailand’s burgeoning econ- 
omy, given regular access to Laos and western Cambodia, will create eco- 
nomic spheres of influence with concomitant benefits for Thai security. 
Cultural affinities between the Thai and lowland Lao based on a common 
religion, wet rice cultivation, and similar language will also enhance these 
relations. Thailand’s new diplomacy was formalized through Prime Min- 
ister Chatichai’s November 1988 visit to Vientiane which culminated in 
agreements for the development of communications networks, electric 
power enterprises, and joint ventures for Laotian export industries. In ef- 
fect, Thailand was moving from a defensive posture, fearful of Vietnamese 
military and subversive intentions, toward a more positive economic diplo- 
macy designed to create new dependencies, first in Laos and later, perhaps, 
in Cambodia. 


The Spratlys and the South 

China Sea Conflict 
Even if the Cambodian conflict is settled in the early 1990s, ASEAN secur- 
ity differences with Vietnam and China will persist in conflicting jurisdic- 
tional claims over the Spratly Islands in the South China Sea. Sited astride 


18. Sukumbhand interview in The Nation, August 19, 1988. 


594 ASIAN SURVEY, VOL. XXIX, NO. 6, JUNE 1989 


the major sea lanes between the Persian Gulf and Northeast Asia and over 
rich fishing and mineral-laden seabeds, ownership of the islands is both a 
strategic and economic prize. The naval and air force upgrades in several 
ASEAN states have been motivated in large part by the high stakes of 
South China Sea control. If the United States leaves the Philippine bases 
in the 1990s, the perception of a regional power disequilibrium may fur- 
ther ASEAN’s efforts to build its own force capabilities. 

China and Vietnam claim all of the Spratlys, a 33-island archipelago 
covering over 70,000 square miles. The Philippines and Malaysia occupy, 
respectively, eight and three of the islands nearest their shores. Vietnam 
occupies 21 islands in the west and central part of the archipelago. Hanoi, 
Kuala Lumpur, and Manila have all stationed forces on some of the is- 
lands they occupy. The Philippines incorporated the islands it claims into 
Palawan Province, while Malaysia has upgraded naval and air facilities on 
Labuan in Borneo to secure sea lanes between the Malay Peninsula and 
Sarawak as well as to serve as a base for South China Sea operations. 

While the ASEAN states among themselves have agreed to the joint 
development and exploitation of overlapping maritime zones (Malaysia- 
Indonesia; Malaysia-Indonesia-Thailand) or at least to negotiate their dif- 
ferences (Malaysia-Thailand; Indonesia-Philippines), no such agreements 
have yet been reached with China or Vietnam. Thailand is also affected 
since its EEZ overlaps that of both Vietnam and Cambodia. Moreover, 
Bangkok has refused to accept the 1982 Vietnam-Cambodia maritime 
boundary accord on the grounds that the PRK is not a legitimate govern- 
ment but a Vietnamese surrogate,!? and Thai fishing boats have been 
seized by Vietnamese naval vessels. Indonesia and Malaysia have defined a 
common security interest in developing their South China Sea jurisdic- 
tions. They exercise regularly together and with Singapore and Thailand. 
America's annual “Cobra Gold" maneuvers with Thailand also demon- 
strate U.S. interest in the region's security. In effect, a series of bilateral 
and multilateral exercises through the 1980s reveals a growing ASEAN 
capacity to monitor and perhaps defend each state's respective maritime 
jurisdiction with the assistance of such security partners as the United 
States (Thailand and possibly the Philippines) and Australia (Malaysia via 
the Five Power Defense Arrangement). 

China's activities in the South China Sea increased markedly in the last 
half of the 1980s. In 1986 the Chinese navy conducted two sets of exer- 
cises in the vicinity of the Spratlys, and in late 1987 Beijing announced 
that it had set up a number of “observation stations” in the islands—the 
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first evidence of actual PRC occupation. The Paracels and Spratlys were 
incorporated subsequently into the new province of Hainan. In March 
1988 a new phase of the South China Sea conflict began with a naval battle 
between Vietnamese and Chinese ships. The PLA navy contingent report- 
edly included three frigates equipped with sea-to-sea missiles and auto- 
matic cannon.? China's military move in the Spratlys was explained 
privately as an effort to obtain some territory before the other contenders 
had occupied all significant islands. The timing was optimal because Viet- 
nam was still a pariah in Southeast Asia due to its Cambodian occupation. 
Beijing gambled that the Soviet Union would not respond to a short, deci- 
sive naval encounter and, in the event, was proven correct. Not only did 
the Soviets not endorse Hanoi's claims to the Spratlys, but they urged Ha- 
noi to negotiate a resolution to its differences with the PRC.?! 

The Spratlys clash also raised antennae in the ASEAN states. Indone- 
sian and Singaporean analysts expressed concern over China's action 
which seemed to contradict its stated intentions to resolve territorial dis- 
putes peacefully. Moreover, China was building an amphibious assault ca- 
pacity in its South Sea Fleet with some 4,000 combat marines and 
accompanying armor.? Malaysian Foreign Minister Abu Hossan Omar 
predicted that if China insisted on enforcing its claim to the full archipel- 
ago, the PRC would replace Vietnam as the greatest threat to regional 
stability in the coming decade. While China has more than tripled the 
size of its South Sea Fleet in the 1980s from 20 to 70 vessels, it has also 
attempted to reassure those ASEAN states with claims to the Spratlys that 
it is prepared to resolve differences peacefully through negotiations. In 
other words, China's military muscle in the South China Sea is directed 
against Vietnam, not ASEAN. This policy is probably of little comfort to 
Malaysia and the Philippines, however, given the presence of 20 PLA war- 
ships anchored in the Spratlys. 

Although ASEAN's primary fear in the South China Sea is focused on 
the possibility of an expansion of Sino-Vietnamese hostilities, it should be 
noted that an altercation has also occurred between Malaysia and the Phil- 
ippines. In April 1988, 49 Filipino fishermen were seized in waters 
claimed by both countries and held by Malaysian authorities for four 
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months. Manila and Kuala Lumpur have agreed to hold talks on their 
conflicting maritime boundary, but at the same time, each side has sent 
more forces to the vicinity. Philippine authorities have admitted, however, 
that they do not have the naval strength to enforce their claims. 

The Sino-Vietnam conflict was extended to the ASEAN diplomatic 
arena in Hanoi’s November 1988 offer to negotiate its overlapping claims 
with the Philippines, including their possible submission to the Interna- 
tional Court of Justice. China’s response was to declare any negotiations 
over the Spratlys that did not include the PRC to be “acts of disregarding 
China's sovereignty and territorial integrity."?^ Without the maintenance 
of external naval forces sympathetic to ASEAN concerns, the Spratlvs is- 
sue could divide the mainland and maritime states of the Association. 
Thailand could choose, for example, not to become involved in its part- 
ners' conflicting claims if the reassurance of a U.S. naval and air presence 
was no longer there. 


Foreign Bases and the 

Future of ZOPFAN 
Although all ASEAN states prefer American armed forces to remain a 
familiar feature of the Southeast Asian air and maritime environment, 
none is keen to play host in an era when foreign bases are seen as a com- 
promise of one's sovereignty. This politico-psychological fact is under- 
scored by the particular historical, political, and economic problems of the 
Philippines. Historically, the U.S. bases are viewed by many Filipinos as a 
continuation of colonialism or, at least, a prominent reminder of the coun- 
try's dependence on the United States. Politically, the U.S. relationship is 
still identified with the corrupt Marcos regime, despite Washington's 
strong support for President Aquino. Economically, the bases account for 
perhaps 5% of the Philippines GNP, injecting some $350 million annually 
into the national economy. Yet the economic importance of the bases only 
reinforces the image of Philippine weakness, particularly when the coun- 
try's leaders openly insist that the islands face no external threat. This 
perception means that there is little mutuality in the security relationship. 
The Philippines sees the bases as economically beneficial but as a security 
benefit only for the United States—in sum a reocolonial vestige. This 
combination of factors bodes ill for any long-term renewal of the bases 
arrangement. 
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Nevertheless, even most of those Filipinos who desire a termination of 
the bases do not propose a precipitous U.S. exit. That would be both eco- 
nomically and politically destabilizing. It could lead to a loss of foreign 
investor confidence in the Philippines, a diminution of America’s stature in 
Southeast Asia, and the possible rush of China and Japan into the South 
China Sea for their own security needs, in addition to the prospect of Viet- 
nam exerting its claims to the Spratlys. With respect to domestic Philip- 
pine politics, a precipitous U.S. exit would achieve several goals for the 
Philippine Communist Party. First, the removal of the bases would under- 
mine the Philippine-U.S. security treaty and increase the prospects for a 
nonaligned Philippines. Second, it would lead to a reduction in American 
financial support for the Philippine government, rendering the latter more 
susceptible to external pressures and internal challenges. Third, the blow 
to the national economy of the loss of its second largest employer would 
undermine Philippine creditworthiness, investor, and consumer confi- 
dence. Finally, the ensuing economic distress and uncertainty could 
polarize Philippine politics, leading either to a coalition government pro- 
gressively dominated by the political left or to a military coup and a new 
Marcos-style regime. Neither outcome would enhance regional security. 
The October 1988 Philippine-U.S. agreement on a compensation package 
for the last three years of the current arrangement is a hopeful sign that 
the Aquino government will support the continuation of the bases for at 
least a limited period after 1991. The Aquino government rejected a con- 
gressional antinuclear resolution that would have prohibited nuclear- 
armed or powered ships from Philippine facilities. 

Into this delicate period of transition in Philippine-U.S. relations has 
been injected the volatile new element of Soviet diplomacy under 
Gorbachev. In hopes of improving the USSR’s stature in the region, 
weakening the U.S. military presence, and moving Southeast Asia toward 
ASEAN’s ZOPFAN, the Soviet general secretary in September 1988 pro- 
posed the mutual elimination of Soviet and American bases from South- 
east Asia. While the United States immediately rejected the trade as one 
of “unequal value,” the situation created some embarrassment for Wash- 
ington. Until Gorbachev made his Krasnoyarsk offer, the Pentagon had 
insisted that Soviet facilities at Cam Ranh Bay constituted a major air and 
naval base. Subsequently, official U.S. commentary has downplayed the 
importance of the Soviet bases in comparison to those in the Philippines. 
Gorbachev’s initiative has not been cost-free for the USSR, however. 
Vietnamese leaders greeted his unilateral offer to leave Cam Ranh Bay 
coldly, pointing out that although the Soviets had a perfect right to remove 
their forces from Vietnam, the bases were Vietnamese territory and that 
Russian forces were stationed there because of SRV agreement. Empha- 
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sizing its independence, Hanoi in November 1988 floated the idea of open- 
ing Cam Ranh Bay to other countries to help foster a nonaligned 
Southeast Asia.?5 

The probability for abrogation of the Philippine base arrangements 
sometime in the 1990s is growing. What are the alternatives for U.S. 
forces in Southeast Asia? Two outcomes are certain: relocation of the 
bases would be costly, and forces would be dispersed rather than concen- 
trated in a single country again. One study foresees a transfer of U.S. 
forces to Japan, South Korea, Australia, Guam, Micronesia, and Singa- 
pore. Relocation costs could reach $10 billion plus in the 1990s, including 
defense construction and vastly increased operating costs during an era 
when no growth defense budgets are anticipated. Naval and air bases in 
Micronesia would be up to 3,000 kilometers f-om Southeast Asia and, 
therefore, an extra day’s fast steaming time from the heart of the region. 
Nevertheless, with nuclear powered ships and modular microelectronic 
systems, U.S. Navy surface vessels by the end of the century will probably 
be able to patrol Southeast Asian waters as effectively as they do today 
from close-in bases. Moreover, Thailand and Singapore have told Ameri- 
can Officials that facilities could be made available on a contingency basis if 
the United States left the Philippines. Australia Labour government offi- 
cials seem less accommodating, however, although one reported that he 
had been told Malaysia would consider hosting some American ships in 
the event the Philippine bases were closed.?© 

ASEAN's dominant view on foreign military bases was probably best 
summed up by Malaysian Defense Minister Tengku Ahmad Rithaudeen 
when he said that the status quo should “remaia as it is" until a nuclear 
weapons free zone (NWFZ) concept is implemented. At that point, all 
foreign military bases must go. Until then, arrangements such as the Phil- 
ippine bases and the FPDA —under which Australian airforce F-18s are 
deployed in Malaysia—should be sustained in order to ensure a regional 
balance of power.?7 Even Indonesia, ASEAN’s strongest proponent of an 
NWFZ, accepts the wisdom of this position. After all, neither ZOPFAN 
nor an NWFZ is self-implementing; it must be accepted by the great pow- 
ers. The unilateral exit of the Americans from the Philippines could upset 
the regional balance and therefore undermine the realization of ZOPFAN. 
As Donald Weatherbee points out, it would move “‘the strategic frontier 
between the ASEAN states and the communist states out to a sea zone" 
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without the protection of a large U.S. air and naval presence in the vicin- 
ity.28 Crosspressures on ASEAN both to accelerate Southeast Asia’s neu- 
tralization and maintain its security were highlighted in the December 
1987 Manila Declaration of the Third ASEAN Summit. In that docu- 
ment, ZOPFAN and a regional NWFZ were cited as the goals of South- 
east Asian security. At the same time, however, the legitimacy of security 
cooperation between ASEAN states and non-ASEAN members “shall 
continue in accordance with their mutual needs and interests.”?? 

Gorbachev's offer to close down Cam Ranh Bay if the Americans leave 
the Philippines constitutes an effort to accelerate the neutralization process 
in Southeast Asia. It may be difficult to resist in the coming decade. As- 
suming the dismantlement of both U.S. and Soviet facilities as well as a 
dispersal of the former to other parts of the Asian Pacific, then a scenario 
outlined by Muthiah Alagappa of Malaysia's Institute for Strategic and 
International Studies may offer a reasonable procedure. Alagappa sug- 
gests that the termination of U.S. facilities be sufficiently gradual that the 
Philippine economy can be weaned from the American military, that alter- 
native facilities can be located and built for U.S. forces, and that the 
ASEAN states themselves can build up their own maritime capabilities to 
cope with South China Sea contingencies.?? 


Conclusion 

As the 1990s approach, ASEAN statesmen see signs of hope for regional 
security as well as new challenges. The acceptance of Vietnam's political 
preeminence in Indochina (minus its military presence in Cambodia) may 
finally end a succession of three Indochina wars dating back to 1945. Yet, 
the prospect for American (and Soviet) withdrawals from Southeast Asian 
bases creates a dangerous new maritime environment in which Chinese 
and Vietnamese claims to the Spratlys would have to be met by ASEAN 
forces not yet ready to deter or defend. 

Gorbachev's conciliatory stance toward ASEAN embodied in the offer 
to leave the Vietnamese bases if the Americans exit the Philippines repre- 
sents the Southeast Asian version of a broader Soviet policy designed to 
separate the United States from its friends and allies via diplomacy. By 
reducing the perception of the Soviet Union as a threatening power, the 
Soviets hope to undermine U.S. efforts to sustain a loose ASEAN security 
coalition against the USSR and to buttress the position of those who object 
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to following Washington’s plans for defense burden-sharing. On the other 
hand, even the Soviets may have second thoughts about urging a precipi- 
tous combined Soviet-American departure from Southeast Asia if such an 
occurrence leads to stronger ties between Thailand and Singapore with 
China. The Chinese connection could be particularly important to Bang- 
kok in this instance as a guarantee for Thai security against a Vietnamese 
decision to reoccupy Cambodia. 

It is also unlikely that Japan will extend its declared security zone be- 
yond 1,000 nautical miles from Honshu if both U.S. and Soviet Southeast 
Asian bases are terminated. Tokyo has devoted considerable economic aid 
and diplomatic effort in the 1980s to reassure the ASEAN states that it has 
no intention to engage in military activities outside the Japan-U.S. Security 
Treaty or beyond Northeast Asia. Although the Japanese Self-Defense 
Force will have the largest number of F-15s and guided missile frigates 
deployed in Asia, there would be little reason to move them south of the 
Bashi Channel. Somewhat more probable would be indirect Japanese 
assistance for the development of ASEAN defense forces. This would be 
effected not through the direct sale of arms but through economic assist- 
ance that would help offset national defense budgets. Japan might also be 
willing to provide dual-use technology. 

The most optimistic forecast for the 1990s from an ASEAN perspective 
would begin with a settlement of the Cambodian conflict providing for the 
withdrawal of all Vietnamese forces and the creation of a four-part govern- 
ment of reconciliation that the Khmer Rouge could not dominate. Thai- 
land’s security would be assured under this arrangement. It would be 
followed by the signing of nonaggression pacts between the Indochinese 
states and ASEAN, opening the way for Western and ASEAN develop- 
ment assistance to the three Southeast Asian communist governments. 
The ultimate purpose would be to associate their economies with 
ASEAN ’s regional trade and investment system. 

As the decade advanced, both the Soviets and Americans would gradu- 
ally close down their bases. The Soviets would return to Vladivostok from 
which Southeast Asia is protected by the Japanese straits and the Ameri- 
can and Japanese air and maritime forces around them. The U.S. forces 
that had previously been stationed in the Philippines would disperse to 
locations that would still permit them to deploy regularly in the region. 
These developments, in turn, could lead to an ASEAN declaration that 
ZOPFAN had been created, while at the same time accepting the continu- 
ing presence of American and Australian forces in Southeast Asian waters 
and airspace. Whether such a happy scenario will come to pass awaits the 
test of time. 





CHINESE ARMS SALES AND 
U.S.-CHINA MILITARY RELATIONS 


Eden Y. Woon 








Until its suspension in the wake of the Chinese govern- 
ment’s violent suppression of the Democracy Movement in June 1989, the 
nine-year military relationship between the United States and the People’s 
Republic of China had been redefined several times. It had moved from 
the “strategic alliance” expectations of the initial years, through the com- 
plete inactivity of the subsequent two years, to four years of steady devel- 
opment, and then one year of “minimum momentum.” Each twist and 
turn was affected by events in the general bilateral relationship. Before the 
use of the People’s Liberation Army (PLA) on June 4, 1989, in Tienanmen 
Square, the issue that most affected relations was Chinese arms sales 
abroad. This article contends that China, because of financial, geostrate- 
gic, and “big power” status reasons, will maintain its arms sales, thereby 
continuing certain interest conflicts with the United States. Both coun- 
tries, therefore—after a possible resumption of the military relationship— 
should be prepared to deal with these circumstances for some time to 
come. Following a brief review of the history of U.S.-PRC military rela- 
tions, data on Chinese arms sales are presented. China’s motivations for 
its arms sales are examined in some detail in order to assess the implica- 
tions for U.S.-China military relations. 


Review of the Military Relationship 
On January 6, 1980, Secretary of Defense Harold Brown arrived in Bei- 
jing, marking the opening of defense contacts between the United States 
and the PRC. In the beginning, the Carter administration hoped to de- 
velop a “strategic alliance” with China against the Soviet Union. Indeed, 
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Deng Xiaoping also had leanings in that direction. The world situation at 
the time—the relatively weaker defense posture of the U.S. vis-à-vis the 
Soviet Union, the Vietnamese invasion of Cambodia, the Sino-Vietnamese 
and Sino-Soviet conflicts, and the Soviet invasion of Afghanistan—rein- 
forced the views of both sides. 

Despite expectations, however, those early defense contacts remained 
extremely limited, certainly nowhere near a “strategic alliance.” In fact, 
no sooner had they begun and the possible transfer of some nonlethal de- 
fense articles been discussed in a high-level Chinese defense visit in June 
1980, than all military dialogue stopped, reflecting the general problematic 
bilateral relationship between China and the U.S. between 1981 and 1983. 
Irritants in the relationship followed one after another during those two 
years. In China’s view, the two most serious ones were U.S. arms sales to 
Taiwan and China's feeling that it was being discriminated against in U.S. 
technology transfer policies. The former was addressed in August 1982 
with the signing of the Taiwan arms sales communique in which the U.S. 
“appreciates the Chinese policy of striving for a peaceful resolution of the 
Taiwan question . . . and it intends to reduce gredually its sale of arms to 
Taiwan, leading over a period of time to a final resolution.”! The latter 
was settled in a positive way in China’s eyes when Secretary of Commerce 
Malcolm Baldrige went to Beijing in May 1983 to inform the Chinese that 
China was being moved to a new and less restrictive category of technol- 
ogy transfer considerations in COCOM’s regulations. Meanwhile, other 
irritants were being resolved by both sides, making the bilateral atmos- 
phere suitable for a revival of defense contacts. 

That revival took place in September 1983 when Secretary of Defense 
Caspar Weinberger paid his first visit to China and set in motion the now 
well-known "three pillars" approach taken by the U.S. in pursuit of an 
enduring military relationship with the PRC: high-level visits, functional- 
level exchanges, and military technology cooperation. The last came to 
mean U.S. Foreign Military Sales (FMS) to China when China was 
granted FMS eligibility in June 1984. The military relationship grew 
steadily between 1983 and 1987, neither outstripping nor lagging behind 
the developing overall bilateral relationship. Many high-level defense vis- 
its took place in both directions across the Pacific; working-level contacts 
occurred in numerous fields—training, logistics, military education, qual- 
ity assurance, systems analysis, military medicine. The two most visible 
working-level contacts were the U.S. Navy port call at Qingdao in 1986 
and the USAF Thunderbirds demonstration team’s visit to Beijing in 1987. 
As for military technology cooperation, by 1987 four FMS programs were 
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signed: the $22 million large-caliber artillery plant modernization pro- 
gram, the $8 million MK 46 Mod 2 torpedo sale, the $62 million AN/ 
TPQ-37 artillery-locating radar sale, and the $500 million F-8 interceptor 
avionics modernization program. In addition, on the commercial side, 
there were a limited number of military systems approved and sold to 
China, although they formed an extremely small percentage of all the po- 
tential deals discussed with the Chinese by U.S. defense companies during 
these years. 

Weinberger’s second visit to Beijing in October 1986 contrasted sharply 
with his first visit in its warmth and wide-ranging substantive dialogue. 
The four years of steady development in U.S.-China military relations 
culminated with the May 1987 visit to the United States of Yang 
Shangkun, vice-chairman of the Central Military Commission (CMC) and 
now PRC president. Indeed, the military relationship appeared to be in a 
very healthy state in early summer 1987. 


Chinese Arms Sales 

The United States began Persian Gulf escort operations for reflagged 
Kuwaiti tankers in July 1987. This operation and the fact that Chinese 
HY-2 Silkworm antiship missiles posed a potentially serious danger to 
U.S. naval vessels brought into focus for both the government and the 
American public China’s arms sales policy around the world, with the 
most urgent concern being in the Middle East. It turned out that the es- 
cort decision had a major effect on U.S.-China relations, and this in turn 
had an impact on the military relationship. 

China began its push to sell weapon systems abroad as early as the late 
1970s. After years of providing arms free of charge, mostly to its three 
Asian buffer states (North Korea, North Vietnam, and Pakistan), the Chi- 
nese began sales in 1979. From ideological support of the Third World, 
carried to its height during the Mao era, China shifted to a business view 
of arms provision, encouraged by Deng Xiaoping’s economic policies. 
Former African beneficiaries became less important, and with the begin- 
ning of the Iran-Iraq war in September 1980, China marched into the 
world arms sales market, quietly but in full force. The most striking statis- 
tic is that China, in the period from 1980 to 1987, ranked fifth in the world 
in the value of arms delivered to the Third World, behind only the Soviet 
Union, the U.S., France, and the United Kingdom. That value is reported 
to be $8.7 billion (current US dollars). The accelerating nature of China’s 
arms business is evidenced by the fact that its deliveries actually ranked 
fourth in the period 1984 to 1987, overtaking the U.K., and the percentage 
increase of its sales from 1980-1983 to 1984-1987 far exceeds that of the 
other frontrunners. In terms of arms sales agreements, 1980-1987, China 
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signed contracts with the Third World totaling $11 billion, again ranking 
it fifth in the world.? 

Where have all these arms been going? According to data published in 
1988 by the U.S. Arms Control and Disarmament Agency, 80% of 
China's arms deliveries in the period 1982-1986 went to the Middle East.? 
This figure is confirmed for the period 1980 to 1987 by a 1988 Congres- 
sional Research Service study, which identified Iran and Iraq as the princi- 
pal Middle East arms customers for China. China signed arms agreements 
with Iraq worth $3.6 billion in 1980-83 and $1.5 billion in 1984—87, while 
selling Iran arms worth $505 million in the earlier period and $2.5 billion 
in the latter. In total, 74% of China's arms agreements from 1980-1987 
were with Iran and Iraq. It is also significant that from 1980 to 1987, 
among foreign providers, China's share of arms agreements with Iraq and 
Iran amounted to 13%, compared with the Soviets’ 29% and Western Eu- 
rope's 31%.* In addition, its sale of CSS-2 intermediate range ballistic 
missiles (IRBMs) to Saudi Arabia earned for China as much as $3 billion 
more. That sale was revealed in March 1988 after the completion of the 
above cited U.S. government studies and was not included in their statis- 
tics. The CSS-2 IRBM and the Silkworm missile are the most publicized 
of Chinese arms export items, but they only headline a variety of arms that 
China has sold abroad. The HY-2 Silkworm, which has been supplied to 
both Iran and Iraq, is an antiship missile modeled on the Soviet Styx fam- 
ily. It has a range of up to 50 miles and a warhead carrying up to 1,000 
pounds of explosives. This system typifies those that customers of Chinese 
arms find attractive, representing relatively low technology, easy mainte- 
nance and operation, and fairly low cost. (Considering that Chinese weap- 
ons are priced well below Western offerings, the dollar figures of Chinese 
arms sales quoted above imply a greater number of items sold than might 
appear on the surface.) 

To Iran, China reportedly has also provided F-6 (Chinese MiG-19) 
fighters, Type-59 (Chinese T—54) tanks, a large number of field artillery 
and shells (122mm and 130mm), multiple 107mm and 122mm rocket 
launchers, and surface-to-air missiles. There also were reports that China 
has signed for sale to Iran C-801 antiship missiles (the Chinese version of 
the French EXOCET) and perhaps some technological assistance for in- 
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digenous arms production. To Iraq, China has provided tanks, artillery, 
ammunition, the F-7 (Chinese MiG—21) fighter, the B-6 (Chinese TU-16) 
bomber, and both surface and air launch versions of the Silkworm.® 

Thus far, Saudi Arabia has purchased only the CSS-2 IRBM from 
China, a deal that apparently includes crew training and site preparation. 
The CSS-2 is a vintage 1960s liquid-fuel strategic missile used by the PLA 
as part of China's nuclear deterrent strategy. As an older system, it be- 
came a perfect item for sale to Saudi Arabia. The version sold to the 
Saudis reportedly has a range of 1,500 miles, and although it can carry a 
nuclear warhead, the Chinese claimed that no such capability was trans- 
ferred by China to Saudi Arabia. 

Other than the Persian Gulf states, the most important Chinese arms 
customers are Egypt, Pakistan, and Thailand. In May 1981 China sold 
one submarine and one submarine chaser to Egypt, and since then Egypt 
has been purchasing weapons from China in large quantities ($625 million 
in contracts from 1982 to 1986), including fighters and naval vessels. Ac- 
cording to the agreements, China also supplied technicians to assemble 
F-7 aircraft in Egypt. Since replacement parts for much of Egypt's pre- 
1974 Soviet equipment became unavailable, Egypt found Chinese-modified 
Soviet model equipment suitable to replace its Soviet-made weapons.’ 

Pakistan, perhaps China's closest ally, has been acquiring a variety of 
Chinese arms for some time. Pakistan has bought Chinese A-5 ground- 
attack aircraft, F-6 and F—7 fighters, and up to 1,100 Type-59 tanks, in 
addition to other types of artillery and munitions.2 Two years ago Paki- 
stan seriously considered purchasing modified Chinese F—7s to supplement 
its F-16 fleet and replace the aging F-6s. The modification would involve 
putting an advanced Western engine into the fuselage of a Chinese F—7 
and upgrading with modern radar. But Pakistan up to now has been re- 
luctant to move forward, and is interested in buying additional F-16s from 
the United States. The Chinese most likely have been disappointed, not so 
much because of the money that would have been earned from the sale of 
the F—7 body as in not seeing the engineering feasibility of upgrading the 
F-7 in this manner—something in which the PLA Air Force would be 
interested for its own fighter inventory. Despite this temporary setback, it 
is clear that Pakistan continues to be a reliable customer of China. 
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Thailand is another close friend of China. Not until 1987, however, did 
Beijing conclude a major arms deal with the Thais. The deal included 
Type-69II (Chinese upgraded T-54) main battle tanks, 130mm Type-59 
field guns and artillery shells, and 37mm twin antiaircraft automatic guns. 
These systems, worth $77 million, were sold at "friendship prices," costing 
the Thais only $10 million under very favorable payment terms. Deliv- 
eries began in September 1987.? Thus, China has gained a foothold in the 
Thai arms market heretofore dominated by U.S.-made equipment. Other 
than North Korea, Libya, Syria, and Bangladesh, China has other much 
smaller arms customers in the Middle East and Africa, and it has sold 
some firearms to the West; but no items transferred are as significant as the 
ones described thus far. 

Beijing has been pushing a number of weapon systems besides those 
mentioned above, but so far has not been successful in marketing them. In 
fact, most projects involving Western technological improvements to Chi- 
nese weapons have not resulted in successful negotiations for sale. The 
weapon system that causes the most anxiety for the United States, and 
which has persistently figured in sales rumors, is the Chinese M-family of 
short range ballistic missiles (SRBMs). In June 1988 U.S. officials ex- 
pressed concern that the M—9, a missile with a range of 375 miles, might 
be in negotiations for sale to Syria. The M-9, although not yet ready for 
delivery, has long been marketed by China in international arms trade 
shows. !° 

Thus, despite some failures in marketing, China has become a reliable 
and aggressive supplier in the international arms market. However, it still 
needs to expand its customer base. With the ceasefire in the Gulf war, 
demands by Iran and Iraq for Chinese weapons may continue but will 
probably go down. Since these two countries have been China’s biggest 
arms customers for the past eight years, Beijing will want to replace its 
losses. Many Chinese officials have traveled to South America, hoping to 
break into that market but, except for a satellite launch contract with Bra- 
zil concluded in the summer of 1988, no arms contracts have been re- 
ported. Besides, Brazil itself is an aspiring arms provider so inroads into 
Latin America may not be easy. 

Chinese arms marketing efforts are headed by a number of import/ex- 
port organizations, with each industrial ministry that produces weapons 
having its own sales companies. For example, the Ministry of Astronau- 
tics and Aeronautics, which makes fighters and missiles, has the Great 
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Wall Company, the China Precision Machinery Import/Export Company 
(CPMIEC), and the China Aero-Technology Import/Export Company 
(CATIC). The Ministry of Machine Building, which makes tanks and ar- 
tillery, has the North China Industries Company (NORINCO) and others. 
Xinshidai represents the National Defense Science, Technology, and In- 
dustry Commission, and has discussed arms sales on behalf of the produc- 
tion ministries. Poly Technologies Company represents the PLA General 
Staff Department, selling from the PLA inventory. 

To understand Chinese motivations for arms sales, one must understand 
this diffuse sales effort and the competition within the Chinese system, 
which contribute to the difficulty China has had in managing its arms sales 
abroad. 


Motivations for Arms Sales 
Although arms sales by China have gone on throughout the 1980s, and 
piecemeal justifications for them have been given by Chinese officials, it 
was not until September 1988 that China formally proclaimed its “three 
principles of arms sales.” According to a Ministry of Foreign Affairs 
(MFA) spokesman: 


China is a responsible country. We always assume a serious, prudent, and re- 
sponsible attitude toward the military products export question. In this regard, 
we strictly adhere to three principles: First, our military products export should 
help strengthen the legitimate self-defense capability of the countries concerned; 
second, it should help safeguard and promote peace, security, and stability in 
the regions concerned; and third, we do not use the military sale to interfere in 
the internal affairs of other nations.!! 


When China first started selling arms, it is doubtful that these "principles" 
were yet being formulated or that the MFA exercised much control over 
arms exports. The initial, and still predominant factor motivating China's 
desire to export arms abroad is the need for foreign exchange. Soon after 
the Third Plenum of the Eleventh Party Congress in December 1978, it 
became clear that China's industrial production ministries were to expect a 
gradual reduction in financial support from the central government and 
more responsibility to fund their own operations. One step in this direc- 
tion was the separation of "enterprises" (factories) from “management” 
(the ministeria] organization staff) The enterprises, then, were exhorted 
by the central government and the ministries to seek ways to increase their 
earnings. 
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Factories that traditionally had been producing defense items adopted 
two methods to enhance their revenue. One was to convert excess capacity 
to production of civilian goods, which were then sold on domestic and 
foreign markets; the other was to sell to the interaational market whatever 
defense items were beyond the quota provided to the PLA. In either case, 
the earnings went to the parent production ministry—for housing, worker 
benefits, salary increases, capital investment, expansion of marketing, and 
research and development—and to the central government. The following 
years saw a profusion of competing import/export companies. The search 
for always-scarce foreign exchange was no longer centralized and a near- 
chaotic market situation developed. It was then that the industrial minis- 
tries saw the Iran-Iraq war as offering a good opportunity for their pursuit 
of the foreign dollar. Poly Technologies was unique in that a majority of 
its earnings from export sales would go back to the PLA. Staffed by many 
relatives of senior Chinese leaders, this company became an aggressive ex- 
porter—and importer—of weapon systems. 

In effect, Poly Technologies and the other Chinese import/export com- 
panies have succeeded in supplementing China's defense budget. Defense 
modernization is last in priority in Deng's proclaimed “Four Moderniza- 
tions" for China, and the portion of Chinese gross national income de- 
voted to defense fell from 12% a decade ago to only 5% in 1987.12 
Production in greater volume for arms sales abroad can reduce unit costs, 
and more important, the foreign exchange earned has allowed China to 
purchase foreign military technology and equipment and to engage in re- 
search and development as well as production for its own defense. These 
sales may have generated some of the foreign exchange to pay for the F-8 
avionics FMS program and for other costly foreign defense purchases. 

Selling arms abroad became an acceptable, relatively easy, and lucrative 
way to help finance China's defense modernization. Until recently, there 
was little dispute in China as to the correctness of this seemingly “all-win” 
arms sales policy. Senior PLA leaders, still politically powerful, were less 
dissatisfied with the last-place priority of defense spending in China's cen- 
tral budget allocation, knowing that Deng Xiaoping had allowed this other 
avenue for the PLA to help fund its modernization. This policy had solid 
domestic support, and it worked very well without fanfare until the sum- 
mer of 1987 when China's arms sales to the Gulf war belligerents suddenly . 
became an international political issue. The Foreign Affairs Ministry was 
thrust onto center stage to explain the arms sales policy, initially denying 
that any such sales to either Iran or Iraq had ever taken place. In the face 
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of mounting accusations in the press, China retreated to the position that 
“some Chinese-made arms may have made their way to the Persian Gulf 
through the complicated international arms market." Meanwhile, China 
was critical of U.S. escort operations in the Persian Gulf, calling it "desta- 
bilizing."!? 

Prior to this time, China may have had a genuine geostrategic justifica- 
tion for its arms sales, but it is probably only very recently that this justifi- 
cation became well-developed. From Beijing's point of view, geostrategy is 
a legitimate justification. China has long seen the U.S., the Soviet Union, 
and others use arms sales as an instrument of foreign policy, and Chinese 
policy makers surely have read the U.S. Security Assistance Manual, 
which says: 


As an instrument of (U.S.) foreign policy, security assistance helps our friends 
and allies to provide for their own defense, thus deterring possible aggression. It 
is tangible evidence of our support for the independence and territorial integrity 
of friendly countries, especially those whose continued survival constitutes a 
basic objective of our foreign policy.!^ 


By expanding its relations with new arms sales customers, China has 
achieved foreign policy successes with many of them. Saudi Arabia has 
been one of the staunchest anticommunist countries in the world and is 
among the most important remaining states to maintain diplomatic ties 
with Taiwan. With the CSS-2 sale, China and Saudi Arabia have devel- 
oped a closeness that could not have been predicted a few years ago. They 
stood firm against outside criticism—mostly from the U.S.—upon revela- 
tion of the CSS-2 sale, and in November 1988 the two countries signed a 
memorandum of understanding for setting up “commercial representative 
offices" in each other's capitals. Although diplomatic recognition still may 
be a few years off, this opening to Saudi Arabia, with the CSS-2 sale as a 
catalyst, ranks as a major foreign policy triumph for China in the 1980s. 
In addition, China now enjoys more favorable relations with both Iran and 
Iraq than does the United States. Iraq, as a Soviet client, was China's 
initial Persian Gulf customer. Believing that Iran occupied a more strate- 
gic position with respect to the Soviet Union’s “southward strategy," Bei- 
jing shifted its arms sales emphasis to Iran in the past three years. It has 
managed not to alienate either side while continuously supplying arms to 
both. All through the Gulf war, China maintained a dialogue with both 
parties. It claimed it exerted a moderating influence on Tehran, trying to 
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get it to accept U.N. Resolution 598 for a ceasefire. Now that there is a 
ceasefire, and since no Silkworm was fired at U.S. naval vessels in the Gulf 
by Iran, China views itself a political winner or. this issue. 

The arms sales to Pakistan and Thailand also have definite geostrategic 
motivations. In the case of Pakistan, these derived not only from Pakistani 
assistance to Afghan guerrillas fighting Soviet forces, but also from Paki- 
stan's hostility toward India—a not-so-friendly neighbor of China. Thai- 
land's growing political friendship with China had more to do with the 
reasons for those sales, which have been offered on extremely favorable 
terms. China also supports Thailand because of Thai support for 
Cambodian resistance activities against China's arch-enemy, Vietnam. 
Hence in almost every instance, China has geosirategic motivations of its 
own for its arms sales, and it has been quite successful in extracting polit- 
ical gains from this monetary program. 

The principal difficulty in this undertaking has been the necessity to 
defuse objections by two of China's most impcrtant technology provid- 
ers—Israel and the United States. Although the press continues to report 
Israeli military technology assistance to China—ihe Los Angeles Times es- 
timated that Israel in recent years reportedly has sold China military 
equipment and know-how valued at $1 billion!?— the entire relationship is 
shrouded in secrecy, and since China continues to side with the Arabs 
against Israel in public, it is difficult to discern what kind of dialogue the 
two countries have had on Chinese Middle East arms sales, especially the 
CSS-2 sale and the rumored M-9 negotiations with Syria. Publicly, 
Israel's concerns and comments have been directed at the recipients or 
potential recipients only, including a threat in March 1988 of preemptive 
strikes against Saudi Arabia's CSS-2 sites.!6 If the extent of Israeli finan- 
cial involvement with China is true, Israel may be reluctant to exert much 
pressure on Beijing—especially since it continues to hope for diplomatic 
relations with China. 

Other than financial and geostrategic reasons, China may engage in 
arms sales to assert its desire for prestige or “big power" status. The inter- 
national arms trade shows are dominated by U.S. and Western European 
suppliers, but China began to attend the Paris Air Show in 1985 and it 
held its own defense equipment show in 1986. Beijing believes there is 
every legitimate reason for China to enter the arms market, and that criti- 
cism of China's arms sales has occurred only as China has begun to cut 
into the percentage-share of these traditional suppliers. Former Chinese 
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Foreign Minister Wu Xueqian complained that “whenever China sells 
weapons, China becomes the newsmaker. How about the weapons flying 
over the Gulf? There are many kinds of them . . . these are not Chinese 
weapons. Why is it that some people always harass China with this so- 
called issue???” 

Even though it promises not to transfer nuclear weapons, China has 
refused to sign the Nuclear Nonproliferation Treaty, charging that this is 
an agreement among the nuclear powers to prevent smaller countries from 
achieving the same political and military status. Chinese officials feel that 
criticism of China's arms sales stems from this same superpower mentality, 
and ask: “Why are you so critical of our arms sales when you have sold 
weapons of much more lethality and advanced technology to many more 
clients around the world?”!8 In other words, China believes that it has a 
sovereign right to sell arms to whomever it judges to be appropriate, and it 
resents outside criticism. The “three principles of arms sales” can be con- 
strued as a veiled warning to others to mind their own business on this 
issue. 

Looking at the Chinese modus operandi, it is evident that China often 
compartmentalizes its arms sales, and it wants other nations to accept this 
thinking. For example, Iraq is supposed to look the other way when its 
enemy is supplied by China; Iran is expected to do the same; Saudi Arabia 
is to ignore Chinese sales to Iran and secret dealings with Israel; Israel is to 
do the same while China sells to Saudi Arabia and negotiates with Syria. 
China sees the superpowers frequently selling to different sides, including 
one such instance on its own doorstep—the U.S. selling arms both to Tai- 
wan and the PRC. In the past few years, China has placed the thorny 
issue of arms sales to Taiwan in the background as it pursues its beneficial 
relationship with the United States. One Chinese official said he did not 
understand why the U.S. would allow the Chinese Middle East arms sales 
to sour the entire, important bilateral relationship, claiming that if the 
roles were reversed China would not let that happen.!? 


Effects on U.S.-China Military Relations 
The frustration level at the Pentagon in the latter half of 1987 rose steadily 
as the Chinese continued to avoid the Silkworm issue. Chinese officials, 
whether from the MFA or the PLA, publicly denied that China had ever 
provided Silkworms to Iran. In fact, they denied any arms sales ever took 
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place to either of the Persian Gulf war participants. This lack of candor, 
compounded by speculations about Chinese Silkworm sales/deliveries to 
Iran and anxiety about the safety of U.S. naval vessels in the Gulf escort 
operation, eroded the earlier goodwill toward China felt by many in the 
U.S. defense establishment. Some even questicned the basic worth of a 
military relationship with China. The frustration was by no means limited 
to the military; it extended to other U.S. government agencies, the press, 
and most notably the Congress. The result, then, was a gradual decelera- 
tion of the pace in the military relationship that was not to be reversed 
until the summer of 1988. 

Other incidents, largely outside of the military relationship, caused the 
strain to continue. In September 1987 riots in Tibet caused the Congress 
to issue statements that the Chinese considered interference in their do- 
mestic affairs. In October the State Department announced that the deci- 
sion to suspend additional liberalization of high-technology transfers to 
China was taken because of “rising tensions in the Persian Gulf, . . . we 
consider this an inappropriate time to proceed with our review of further 
export control liberalization."29 That immediately brought a reaction 
from Xinhua news agency: “It is known to all that the current strain in 
the Gulf area is caused by the sustaining and escalating Iran-Iraq War and 
further intensified by the military involvement of the big powers there. . . . 
In fact, the liberalization of high-tech export controls on China has noth- 
ing to do with the situation in the (Persian) Gulf area"?! 

While all of this was going on, news headlines focused on the warming 
U.S.-Soviet relationship, culminating in General Secretary Gorbachev's 
visit to Washington in December 1987. Privately, some Chinese wondered 
whether U.S. friendliness toward the Soviet Union meant that China was 
less important in U.S. foreign policy and that the “China card" no longer 
needed to be “played.” Publicly, China went on the counterattack. The 
late Huan Xiang, former director of China's Center for International Stud- 
ies, writing in the authoritative Beijing Review, observed that “over the 
past year or so a succession of unpleasant incidents has led to disputes 
which have introduced some instability in Sino-US relations." He then 
outlined six problems between the two countries, including American 
sanctions for what the Reagan administration charged were Chinese arms 
sales to Iran, Washington's continued arms sales to Taiwan, and congres- 
sional resolutions criticizing China's handling of demonstrations in Tibet. 
He wrote: “The six problems amount to nothing short of interference in 
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China's internal affairs and political blackmail. They are a blatant demon- 
stration of hegemonism and represent a threat to stable Sino-US rela- 
tions."22 

U.S. reactions to the main issue of Silkworm missiles were perceived by 
China to be uncoordinated and unfair, resulting in China's strong rhetoric. 
Then in March 1988 both countries tcok steps to reinvigorate the bilateral 
relationship. The State Department announced it was lifting the freeze on 
liberalization of high-technology exports to China, and Reagan adminis- 
tration officials said China had given essurances that it would take steps to 
stop delivery of Silkworms to Iran. Foreign Minister Wu Xueqian had a 
successful and cordial visit to Waskington in March 1988, and China 
pledged to support the U.N. effort to get Iran to accept U.N. Resolution 
598—if a majority of the Security Council agreed to the idea. It appeared 
that both countries agreed with a Reagan official’s observation that “we 
wanted to get (US-China relations) oat of this stall, to get things moving 
again.”23 The optimism was short-lived, however, as the Chinese sale of 
CSS-2 IRBMs was soon revealed. 

The CSS-2 sales to Saudi Arabia did not cause as visceral a feeling 
among the U.S. military as did the Silkworm issue, which directly 
threatened American lives. To many who did not trust China because of 
Silkworm, however, the sales to Saud: Arabia provided further proof that 
the Chinese arms sales policy was in conflict with U.S. interests. These 
individuals argued that no country had ever transferred a missile with such 
a range and that, although China did not transfer nuclear warheads, there 
was no guarantee that Saudi Arabia could not obtain them—or chemical 
warheads-—elsewhere. A severe Israe.i reaction was also feared. In short, 
there was a belief that the CSS—2 sale was highly destabilizing and sympto- 
matic of an irresponsible Chinese attitude. The U.S. government concerns 
were conveyed officially to the Chinese, whose reactions were predictably 
defensive. They accused the U.S. of trving to dictate to whom China can 
sell arms while the United States itself transfers far more advanced weap- 
ons around the world. Not only did China claim not to have sold nuclear 
warheads, but Wu Xuegian said that “the Saudi government has made a 
commitment to us of no transfer, nc first use, and to use these missiles 
entirely for defensive purposes."?* Neither Saudi Arabia nor China 
backed off from this contract, and Israel did not take any action. While 
U.S. demarches were rebuffed by both Riyadh and Beijing and the issue 
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was temporarily shelved, it pointed to the increasing number of diverging 
interests between the United States and China caused by the latter's arms 
sales policy. Then came press reports that China was negotiating for sale 
of its M-family of SRBMs. 

By early summer 1988, both governments came to realize that there had 
to be some fundamental discussions on Chinese arms sales policy in gen- 
eral and missile sales in particular. This resulted in placing the matter 
high on the agenda for two important visits to Beijing—by Secretary of 
State George Shultz in July and Secretary of Defense Frank Carlucci in 
September. Shultz said after his visit that “the Chinese told me that they 
had not made any sale of ballistic missiles to a country other than Saudi 
Arabia. . . . As for ballistic missiles in general, we didn’t come to any 
agreement about it, but I think it has been worthwhile to talk about it, and 
I am sure that the subject will continue to be an important one on our 
agenda." Carlucci, visiting two months later, said he was told by the Chi- 
nese that their future sales “will be very prudent and very serious. . . . We 
are certain that the Chinese will behave in a responsible way in the fu- 
ture. .. . I am totally satisfied with these discussions, and I am hopeful 
that as a result, we can put this issue behind us."?5 It was during Car- 
lucci’s visit that the Chinese announced their “three principles of arms 
sales.” The military relationship now began to regain momentum slowly. 
Several high-level visits were conducted in the fall of 1988, and the 
ceasefire in the Iran-Iraq war certainly contributed to removal of the Silk- 
worm issue as a concern of the U.S. military. The question now is whether 
Chinese arms sales no longer pose problems that could affect the military 
relationship between the two countries. 


Future Prospects 
The military relationship between the United States and the PRC was sus- 
pended by President Bush on June 5, 1989. Any resumption of it will 
depend upon the state of the general bilateral relationship. In the past nine 
years, the Chinese have never let the military relationship go ahead with- 
out first resolving bilateral problems. Some U.S. observers have argued 
that there have always been natural limitations to the military relation- 
ship.?6 If Chinese arms sales continue, and if they contribute to a Chinese 
foreign policy that is at odds with the U.S. in critical areas, the entire 


25. Elaine Sciolino, "Chinese Missiles Sold in Mideast Worrying Shultz,” New York 
Times, 16 July 1988, p. J-1, and David Holley, “China to Limit Arms Sales, Carlucci Says," 
Los Angeles Times, 8 September 1988, p. I-9. 

26. Kerry B. Dumbaugh and Richard F. Grimmett, “Arms Sales to China: The Limits to 
U.S.-Chinese Military Cooperation,” The Washington Quarterly, 9:3 (Summer 1986), pp. 
89-99. 
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relationship and the progress of defense contacts—assuming their eventual 
resumption—will be affected. Having become a leading supplier in the 
world arms market, China will not now draw back but will intensify its 
marketing efforts, especially to recoup losses resulting from the ceasefire in 
the Persian Gulf war. There are compelling reasons—financial, strategic, 
and prestige/“big power” status—for China to continue the sales, and they 
will be championed by many influen<ial military leaders who want to see 
this source of military revenue enhancement continue and who will react 
sharply to any outside concern by reiterating that this is a matter of sover- 
eignty. 

The United States has acknowledged that China has a right to make 
these decisions, but it reserves the right to express its concern when U.S. 
interests are threatened. During the Carlucci visit to China, an American 
official said that “the U.S. recognizes China's right to have an overseas 
arms sales program just as the U.S. does.”27 Any American behavior that 
would indicate this understanding was in dispute would be counterproduc- 
tive. The problem for the United States is how to convince the Chinese 
that this is indeed the U.S. understanding, while at the same time engaging 
them in an exchange of views on the :ssue of arms sales. The Chinese also 
need to feel that U.S. concerns regarding arms sales to the Third World 
are not solely directed at China—in other words, that China is not being 
"picked on," as many of its leaders feel. 

The first task for Washington is to persuade the Chinese that missiles 
fall into a special category of weapons to be transferred on the world mar- 
ket. Much progress was made in the months after the revelation of the 
Saudi CSS-2 sale, and Beijing became willing to have at least a limited 
dialogue on this especially sensitive category of weapons. The United 
States is most concerned about the possibility of combining chemical war- 
heads with ballistic missiles. Secretary Shultz said in San Francisco in 
October 1988: “The worst nightmare of all would be the eventual combi- 
nation of ballistic missiles and chemical weapons in the hands of govern- 
ments with terrorist histories. ... These weapons increase the potential for 
devastation in unstable regions of the Third World. And the conflicts 
themselves may be far more difficult :o contain or isolate.”2® His concern 
appears to be shared by China. Some analysts say that the Chinese believe 
a treaty to ban chemical weapons is a more attainable goal than an agree- 
ment on nuclear or conventional arms. Beijing, therefore, has been active 
in helping to push through a convention based on the 1925 Geneva Proto- 


27. Daniel Southerland, “Carlucci Raises Missiles Issue," Washington Post, 7 September 
1988, p. A-25. 
28. "Two Weapons Troubling to Shultz,” Washington Post, 30 October 1988, p. A-35. 
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col to ban comprehensively the development, production, stockpiling, ac- 
quisition, transfer, and use of chemical warfare agents, and the destruction 
of existing production facilities including dual-purpose plants.?? 

Many Chinese weapons may not be advanced enough to meet the more 
sophisticated customer demands, but missiles are an extremely attractive 
category of sale for China because it still has a virtual monopoly as a relia- 
ble supplier to the Third World of a more than adequate product. There- 
fore, this first task will not be easy for Washington. It may be that China 
will never sign the Missile Technology Control Regime (MTCR) for the 
same reason that it did not sign the Nonproliferation Treaty. This does 
not mean, however, that there should be no effort to discuss the purpose 
and terms of the MTCR; as is often the case in negotiations with the Chi- 
nese, if they see the matter as in their own interest they may very well 
come to agree with some principles without conceding that they have done 
so. 

It is also quite possible that when the Saudi sale was first contemplated 
and when the M-family of SRBMs was put into development, China could 
not foresee the criticism this issue would generate. Statements from Chi- 
nese saying they do not understand the concern with missiles when there 
are much more sophisticated weapons being sold to the Third World by 
Western nations may not be far from what they actually believe. Further- 
more, China's management of arms sales, with foreign policy implications 
now fully considered, may lead to more cautious activity in the future. 

The second task for the United States can be even more difficult than the 
first. Certain of China's customers are considered by the U.S. to be highly 
unstable and capable of irresponsible arms use. Since China's foreign pol- 
icy interests may diverge from those of the U.S., there may not be any 
agreement, except in the most obvious cases, on what constitutes “unstable 
and irresponsible" customers. For example, China has already sold arms 
to Iran, Libya, and North Korea—countries hardly considered responsible 
by the U.S. Compounding the difficulty, the U.S. may even react against 
sales to a customer it deems "reasonable," such as Saudi Arabia or Paki- 
stan, if the items transferred, such as missiles, are perceived to be destabi- 
lizing. China would not tolerate any agreed-to “list” of suitable customers 
and weapons; delicate, patient diplomacy in discussions is needed rather 
than insistence or demands. China's "three principles of arms sales," if 
actually adhered to, would be a helpful starting point, even though the 
Chinese definition of the principles may well differ from Washington's. 


29. Cheung Tai Ming, “Proliferation Is Good, and There's Money in It Too," Far Eastern 
Economic Review, 2 June 1988, p. 27. 
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There are two other important factors that could make positive contri- 
butions along with sensitive diplomatic efforts. One is a multilateral ap- 
proach to the issue of missile proliferation. Expressions of concern from 
other Western nations would be of great help, as would any dialogue be- 
tween Israel and China. Agreement between the Soviet Union and the 
United States on the dangers of missile proliferation and on responsible 
transfer parameters within this category of weapons would be a positive 
development, provided that China does not view it once again as "super- 
power collusion.” An independent approach to China by the USSR also 
would be useful. One of the long-standing U.S. goals in developing a 
friendly relationship with China has been to see China become a full and 
constructive participant in the world community. If missile proliferation 
can be made not just a bilateral but an international issue with a united 
front of opinion, China would be more likely to see nonproliferation as in 
its own interest. 

The other factor pertains more specifically to the state of China-US. 
bilateral relations and particularly military relations. China is fully aware 
of the seriousness of the arms sales issue as an irritant; the various congres- 
sional resolutions—several dealing with military technology transfer— 
have alerted China to the still-fragile nature of the military relationship. 
Beijing must be facing the sobering thought that long-time opponents in 
Congress of U.S.-China military relations now have gained new allies. As 
can be seen from the more forthcoming behavior of the Chinese military 
since March 1988, the PLA does value its relationship with the American 
military, and while continuing it along more or less present lines may be 
feasible, China will most likely be interested in breaking out of the estab- 
lished mode and developing the relationship. 

Specifically, China has seen the worth of functional-level exchanges in 
modernizing the PLA infrastructure, and it also may be interested very 
soon in some additional military technology transfers from the United 
States. The four current FMS programs have been proceeding satisfacto- 
rily even though there have been problems in each program, mainly due to 
the newness of this type of defense contact and to the complexity of some 
of the agreements. By and large the Chinese military appears to be pleased 
with U.S. technical efforts and governmental support. The PLA continues 
to require modernization, not just in training, logistics, and other support 
areas, but in hardware. In areas like aircraft engines and radar electronics, 
the most suitable provider of technology is the United States. It is incon- 
ceivable that the four current FMS programs are the only areas in which 
the PLA desires U.S. assistance, and China’s military leaders, who have a 
great deal to say about arms sales policy, must be faced with this realiza- 
tion. 
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Since relations were established ten years ago, China has acquired a 
much more sophisticated understanding of how the U.S. government oper- 
ates, including the role of Congress. The congressional resolutions and the 
fact that the recent satellite-launch case encountered some resistance in 
Congress were not lost on the Chinese. In the latter instance, a connection 
was drawn during an open hearing between the application for China to 
launch a U.S.-made commercial satellite and the missile proliferation is- 
sue, and China should have gained a realistic appreciation of how hard the 
Reagan administration had to work for congressional approval in the satel- 
lite case. China undoubtedly realizes that any future military technology 
program would encounter close scrutiny, and positive movement on the 
arms sales issue would have an effect both on the administration and on 
Capitol Hill. 

In addition, China-U.S. military relations are unlikely to move ahead of 
bilateral relations. There would be reluctance again within the U.S. de- 
fense establishment to military programs and exchanges if the Chinese 
arms sales issue re-exploded onto the front pages. Given recent experi- 
ence, it can be assumed that future programs will receive close attention to 
see whether they legitimately contribute to China’s defense but do not con- 
tribute specifically to its arms export industry. Additionally, despite offi- 
cial U.S. statements welcoming Chinese rapprochement with the Soviet 
Union, that relationship will also be watched closely by some U.S. military 
officials whose reactions quite possibly may differ from official U.S. posi- 
tions. 

The shocking events in Beijing in June 1989 are having a tumultuous 
effect in China and causing a severe strain in U.S.-China relations. This 
article presupposes that conditions both in China and in the bilateral rela- 
tionship would soon be able to return to "normal." This is a huge assump- 
tion. But if the assumption is realized sometime in the near future, and if 
there is a mutual desire to restart the military relationship, the problem of 
Chinese arms sales abroad will occupy a prominent position once again as 
a potential irritant. 
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Map 1 
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Traditional social and physical anthropological methods such as partici- 
pant observation, in-depth interviewing, and systematic measurements of 
biological and ecological parameters provided the data utilized in this arti- 
cle. Interviews, all conducted in Tibetan, ranged from quasi-formal in 
which notes were taken and tape recorders ofter. used, to informal where 
data were collected as part of conversations. No restrictions were placed 
on meetings or interviews, and officials did not accompany us. We lived in 
our own tents and visited the various campsites in Phala according to our 
research needs. Phala was selected as our research site because it fulfilled 
three main research design criteria: (1) relative remoteness—it is located 
about 115 miles north of the main east-west road; (2) traditionality—it is 
not an atypical area where special development programs have been imple- 
mented (the traditional subsistence technology persists as it does through- 
out western Tibet); and (3) high altitude—the romad’s main camps are 
Situated at altitudes between 16,000—17,500 feet (this was desirable for the 
human biological component of the study). 


Historical Background 
Sino-Tibetan relations during the Qing Dynasty were not formally regu- 
lated by treaties or other written agreements. Tibet, while loosely 
subordinate to China, administered itself with its own officials and laws. 
Chinese influence and authority were implemented at the top through 
Manchu (or Han) imperial commissioners (amban) stationed in Lhasa to- 
gether with a small bodyguard force, not by Chinese magistrates. The fall 
of the Qing Dynasty resulted in the expulsion of all Chinese officials and 
troops from Tibet, and Chinese and Tibetan relations during the five de- 
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cades following 1911 were characterized by unsuccessful attempts on both 
sides to reach a mutually satisfactory and permanent solution to the “Tibet 
Question." For Tibet this meant a settlement in which it retained com- 
plete control over its affairs, and for China it meant a settlement in which 
its control over Tibet was reasserted. When the Kuomintang government 
of Chiang Kai-shek fell to the Communists in 1949, a Tibetan settlement 
was no closer than in 1911, although Britain, India, and the United States 
had unilaterally decided to adhere to a policy that acknowledged de jure 
Chinese suzerainty over Tibet but dealt directly with Tibet as if it were a 
de facto independent state. 

The establishment of the PRC in 1949 set in motion events that two 
years later broke the post-1911 deadlock. The new Chinese government 
invaded eastern Tibet in October 1950, captured the bulk of the Tibetan 
army stationed there, and forced the government of Tibet to negotiate. A 
delegation went to Beijing in 1951 and reluctantly signed a “Seventeen 
Point Agreement for the Peaceful Liberation of Tibet" in which Tibet for- 
mally acknowledged Chinese sovereignty in exchange for agreement to 
maintain the Dalai Lama and keep intact the traditional politico-economic 
system.? Chinese troops moved peacefully into Lhasa in the fall of 1951, 
and they have not left. 

Making the terms of the Seventeen Point Agreement operational was 
not easy and the years 1951—59 were marked by increasing discord be- 
tween the traditional Tibetan government, Chinese officials in Tibet, and 
after 1955—56, a growing rebel force in the countryside. Ultimately, an 
unsuccessful Tibetan revolt erupted in March 1959 and the Dalai Lama 
and many Tibetans fled into exile. At that point, the traditional society 
came to an end, and Tibet came under the direct administration of China. 


The Phala Nomads During 

the Traditional Era 
Before 1959 the nomads of Phala were subjects of Tibet's second greatest 
incarnation, the Panchen Lama, being part of one of his nomadic pastoral 
estates (fiefs) known as Lagyab Lhojang. Like peasants on agricultural es- 
tates, these nomads were hereditarily tied to their estate and did not have 
the right to take their herds and move to the estate of another lord. On the 
other hand, each household owned and managed its own animals and had 
rights vis-à-vis the lord. Not only were their tax obligations specified in 
written documents, but so long as they fulfilled these obligations, the 


2. See Melvyn C. Goldstein, A History of Modern Tibet, 1913-51: The Demise of the La- 
maist State (Berkeley: University of California Press, 1989) for a detailed account of this 
agreement and the historical events leading up to it. 
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Panchen Lama could neither evict them nor refuse them access to his pas- 
tures. Their economic obligation to the Panchen Lama consisted mainly 
of providing butter for the tea and votive lamps of Tashilhunpo, the 
Panchen Lama's huge monastery in Shigatse, but they also provided such 
items as skins, ropes, wool, animals, and salt. 

The Panchen Lama was responsible for law and order in Lagyab 
Lhojang. He appointed local officials and functioned as an appellate court 
for disagreements over local-level decisions. His officials, together with the 
local nomad officials they appointed, conducted a triennial census of all 
adult livestock and allocated pastures (and taxes) to households on that 
basis. Each household had complete usufruct rights over its allocated pas- 
tures until the next census. 


The Early Period of Direct 

Chinese Rule: 1959-1980 
The Chinese employed harsh measures to suporess the 1959 revolt in 
Lhasa, but then decided not to collectivize Tibet immediately, adopting 
instead a policy of bringing Tibet into the “socizlist line" only gradually. 
In accordance with this policy, monasteries in Phala were closed, monks 
sent home, new local officials appointed by the government, and a formal 
nomad “‘class” structure was created. But households newly classified as 
“wealthy” or "representatives of the lord” (ngatscb) were not expropriated 
with the exception of one former leader who had actively supported the 
Dalai Lama’s revolt. All households kept the animals and pastures they 
then held and managed their herds as they had in the past. Debts dating 
from before 1959 were rescinded and those contracted in 1959 were recal- 
culated with reduced interest. 

In early 1961 the relatively mild policy calleG mutual aid (rogre) was 
implemented in Phala. Households from the middle and poor classes were 
formed into mutual aid groups consisting of several households that jointly 
held pastures and cooperated in tasks such as herding. Economic deci- 
sions, however, remained the prerogative of individual households, as did 
all income. This era also brought the first actual persecution of the mem- 
bers of the nomad wealthy class who were not permitted to “join” the 
mutual aid groups and were required to pay higher taxes and wages. But 
they still retained their animals and were permitted to continue to hire 
poor nomads as servants and shepherds, albeit at higher wages than paid 
by the middle and poor class nomads. 

The Cultural Revolution eventually introduced a new phase of more 
radical political intrusions into daily life in Phala. In early 1969, after 
word arrived that the nomad areas were going to be reconstituted into 
communes later that year, the overwhelming majority of the Phala no- 


GOLDSTEIN & BEALL 623 


mads, led by their traditional leaders, rose up in rebellion and took physi- 
cal control of their area, killing several pro-Chinese Tibetan officials in the 
process. They set up a government of sorts and declared religious and 
economic freedom as the basic tenets of their administration. Armed only 
with matchlock rifles and swords, they were quickly subdued by the Chi- 
nese army that marched in from bases to the south. After the arrest and 
execution of some leaders and imprisonment and “reeducation” of others, 
full-fledged nomad communes and revolutionary committees were insti- 
tuted, and the animals and property of the wealthy classes were confis- 
cated. Overnight, Phala became two communal brigades. The nomads 
became "owners" of shares of the commune but in reality were simply 
laborers who worked in accordance with the commune leaders' orders. 
The pastoral technology remained basically the same, but social and polit- 
ical organization were dramatically restructured by transferring ownership 
of the means of production and all marketing and production decisions 
from the household to the commune. As in agricultural communes in the 
rest of China, the nomads received work points for their labor and earned 
food, goods, and cash on the basis of work points accumulated throughout 
the year. 

No attempt was made to diminish the geographic scope of pastoralism 
during the commune period (1969-1981) either by expropriating nomad 
pastureland, resettling nomads in agricultural areas, or resettling Tibetan 
or Chinese (Han) farmers in nomad areas. Several programs to increase 
yields by irrigating and fencing pastures were tried in Phala, and an agri- 
cultural test plot was set up in one small area, but these all failed. How- 
ever, the pastoralists' traditional culture came under severe attack during 
the Cultural Revolution. The policy known as "destroying the four olds” 
(old ideas, old culture, old customs, and old habits) was energetically im- 
plemented with the aim of eliminating the traditional culture and creating 
in its place a new homogeneous and atheistic communist culture. Private 
religious activities were forbidden, religious buildings including monas- 
teries and prayer walls were torn down, and the nomads were forced to 
abandon deeply held values and customs that went to the core of their 
cultural identity. For example, men had to cut their distinctive hair style 
of bangs and two braids, and women were required to break the strong 
nomad taboo against females slaughtering animals. This was a terrible pe- 
riod because the nomads' values, norms, and system of morality and mean- 
ing were deliberately overturned and, furthermore, food was inadequate. 
The class struggle sessions conducted by Tibetan cadre and the constant 
barrage of propaganda contradicting and ridiculing everything they under- 
stood and felt created severe cognitive dissonance. In a sense, the govern- 
ment attempted to reduce Tibetan ethnic identity to language alone. 
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Chinese policy during this period, therefore, sought to maintain pastoral 
production but destroy the social and cultural fabric of traditional no- 
madic life. 

The full impact of the new cultural and economic liberalism in China 
that came with the death of Mao Zedong in 1976, the fall of the Gang of 
Four, and the rise to power of Deng Xiaoping reached Tibet only in 1980 
when the highest echelons of the Chinese Communist Party (CCP) stepped 
in to investigate a controversy over conditions in the TAR, in effect, to 
examine the consequences of China's 21 years (1959-1980) of direct rule in 
Tibet. While China was discarding the ideological and economic baggage 
of Maoism in China proper and assessing the damage it had done, Ren 
Rong, the Han first secretary of the CCP in Tibet, was reporting that polit- 
ical conditions there were excellent, although reports were also reaching 
Beijing of economic problems. At the same time, in 1978, an interested 
middleman in Hong Kong independently suggested to both China and the 
Tibetan exiles that the time was ripe to open discussions on the Tibet 
Question. This quickly brought the Dalai Lama's elder brother, Gyalo 
Thundrup (who lived in Hong Kong), into contact with representatives of 
the Chinese government and led to an invitation to the Dalai Lama to send 
a delegation that would have freedom to travel throughout Tibet (includ- 
ing Lhasa) and observe conditions there. Beijing obviously believed that 
the delegation would be impressed by the progress that had been made in 
the region since 1959. 

Including the late Lobsang Samten, the Dalai Land: s older brother, the 
Tibetan delegation first visited Amdo in Qinghai Province where it re- 
ceived a tumultuous welcome. Beijing, embarrassed by this expression of 
support for the Dalai Lama, contacted Ren to ask what would happen if 
the delegation were to continue to Lhasa according to plan. Ren is said to 
have replied that the Lhasa people were more ideologically developed than 
the simple farmers and herders of Amdo and strongly supported the ideals 
of the Communist Party; there would be no such problems in the city.? So 
strongly did the local Han administration believe this that the TAR party 
organized neighborhood meetings in Lhasa to exhort the local population 
not to let their hatred of the “old society” provoke them to throw stones or 
spit at the Dalai Lama's delegates who were coming as guests of the Chi- 
nese government. The Lhasa Tibetans agreed politely; then they gave the 
delegation a welcome surpassing anything it had received in Qinghai. 
Thousands upon thousands of Lhasa people mobbed the delegation, many 


3. The background to this investigation is not public knowledge, but informed sources 
suggested the above mentioned sequence. Independent of this, a recent article by Jigme 
Ngapo conveys much the same story ("Behind Tibetan Riots,” Tibet Forum, 1988, in Chi- 
nese). 
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with tears streaming from their eyes, prostrating, offering ceremonial 
scarves, fighting to touch the Dalai Lama’s brother, and a few even shout- 
ing Tibetan independence slogans. Since Beijing officials were accompany- 
ing the Tibetan refugee delegation, there was no way for Ren, who was 
known to be unsympathetic to Tibetan cultural, religious, and language 
reforms, to cover up this fiasco and his utter misreading of the sentiment of 
the Tibetan people. 

When the refugee delegation returned to Beijing its members privately 
informed the Chinese that they were appalled at the massive religious and 
cultural destruction they had witnessed, and by the overall poverty, back- 
wardness, and lack of material progress in Tibet. Leaving support for Ti- 
betan culture aside, they chided the Chinese for not bringing basic 
improvements such as good roads or buildings to the people of Tibet at a 
level parallel to that found in Han areas. All of this shocked the highest 
reaches of the CCP. Officials had expected to demonstrate the progress 
Tibet had made under 20 years of Chinese Communist rule and thereby set 
the stage for negotiations to settle the Tibet Question once and for all in a 
manner favorable to China. Now, faced with highly critical reports, they 
were forced to reassess the situation in Tibet and begin a process of read- 
justment that continues to the present. 

After considerable preliminary investigation, including visits by several 
groups of Beijing officials, Hu Yaobang and Vice Premier Wan Li made an 
unprecedented fact-finding visit to Tibet in May 1980 to see conditions for 
themselves. Apparently dismayed by what they saw and heard, they acted 
immediately, taking Ren back to Beijing with them presumably so that he 
could not thwart their reform plans. Hu made public an amazing six-point 
report that included among its salient points: 


—Compared with other provinces and autonomous regions of the country, it is 
conspicuous that in Tibet the people’s living standards lag far behind. This situ- 
ation means that the burden of the masses must be considerably lightened. The 
people in Tibet should be exempt from paying taxes and meeting purchase quo- 
tas for the next few years... . All kinds of exactions must be abolished. The 
people should not be assigned any additional work without pay. Peasants’ and 
herdsmen’s produce may be purchased at negotiated prices or bartered to sup- 
ply mutual needs, and they should be exempt from meeting state purchase quo- 
tas. 

—Specific and flexible policies suited to conditions in Tibet must be carried out 
on the whole economic front of the region, including the agricultural, animal 
husbandry, financial and trade, commercial, handicraft and communication 
fronts, with a view of promoting Tibet’s economic development more rapidly. 
—So long as the socialist orientation is upheld, vigorous efforts must be made to 
revive and develop Tibetan culture, education, and science. The Tibetan people 
have a long history and a rich culture. The world renowned ancient Tibetan 
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culture included fine Buddhism, graceful music and dance as well as medicine 
and opera, all of which are worthy of serious study and development. All ideas 
that ignore and weaken Tibetan culture are wrong. It is necessary to do a good 
job in inheriting and developing Tibetan culture. 

Education has not progressed well in Tibet. Taking Tibet’s special character- 
istics into consideration, efforts should be made to set up universities and middle 
and primary schools in the region. Some cultural relics and Buddhist scriptures 
in temples have been damaged, and conscientious effort should be made to pro- 
tect, sort, and study them. Cadres of Han nationality working in Tibet should 
learn the spoken and written Tibetan language. It should be a required subject; 
otherwise they will be divorced from the masses. Cherishing the people of mi- 
nority nationalities is not empty talk. The Tibetan people’s habits, customs, 
history, and culture must be respected.* 


This public statement is said to be mild compared to the secret report and 
speeches Hu Yaobang made to the party cadre, one part of which is said to 
have equated the previous 20 years of Chinese rule in Tibet with colonial 
occupation. This decision of Hu Yaobang and the Central Committee to 
support those inside and outside China who criticized conditions in Tibet 
formed the basis on which a series of reform measures were implemented 
in the following years. 

The post-1980 Tibetan cultural policy of the Chinese government more 
or less parallels that implemented throughout China where the practice of 
religion and other traditional customs is again allowed. It also parallels 
minority policy in other “nationality” areas by rejecting assimilation and 
accepting the validity and practice of traditional minority culture within 
the communist state. It differs from the general reforms in two major 
ways: it exempts Tibetan farmers and nomads from all taxes until at least 
1990, and it empowers the TAR to reject or modify central government 
laws that conflict with traditional Tibetan culture. 


The Impact of the New Policy 

on the Cultural System 
The extent of the changes under the new policy is especially notable in the 
practice of religion. During the period of our field work in Phala, the 
nomads, for whom religion had again become an important part of life, 
were free to pursue the cycle of religious rites that typified the traditional 
society. Most households had small altars in their tents and flew prayer 
flags from their tent poles and guylines. Nomads no longer feared open 
displays of religion, and a number even wore Dalai Lama buttons and dis- 
played his photograph openly. Individuals turning prayer wheels, count- 


4. See BBC, Summary of World Broadcasts, Far East, 4 :une 1980, BII/4. 
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ing rosaries, and doing prostrations were common sights. Even 
government functions such as the summer horse-race fairs at the district 
headquarters included unofficial, but open, religious components, for ex- 
ample, monks reading prayers in special “monastery” tents. 

The depth of these changes was pointedly illustrated one afternoon in 
December of 1987 when a few nomads brought a newly purchased radio to 
our tent and sat listening to All India Radio’s Tibetan language shortwave 
broadcast of news and religious prayers. Because they had the volume 
turned up and our tent was just a few feet from that of a party leader, we 
asked if they weren’t concerned that he would hear what they were listen- 
ing to. The nomads laughed, saying “why should he care, he listens also." 
Nomads make pilgrimages to monasteries and holy sites and travel to visit 
Lamas without asking anyone’s permission. Some are also actively sup- 
porting the reemergence of monasticism by donating animals and food to 
help rebuild small local monasteries, and by hiring monks to conduct 
prayers for them at life's crises, e.g., the death of a household member.? 

These traditional practices did not reappear all at once or in an orderly 
fashion. At first the nomads feared that the new policy was a devious trick 
launched to expose pockets of “rightist” thinking, and individuals were 
reluctant to take the lead and risk being singled out. Change occurred 
only gradually as individual nomads took specific actions that, in effect, 
tested the general policy. When no protest or punishment came from the 
district officials above them—all of whom are ethnic Tibetans—a desirable 
practice spread, and this process is still going on. The reemergence of no- 
mad “mediums” (individuals whom deities possess and speak through) ex- 
emplifies this. It is an aspect of the traditional Tibetan Buddhist religious 
system that is considered unnecessary superstition not only by the Com- 
munists but to an extent also by the refugee government-in-exile. Yet it 
reappeared in Phala in the winter of 1987 when an adult in one camp took 
ill and was in great pain for days before he died. A man from the same 
encampment went into trance spontaneously during the illness and was 
possessed by a deity who gave a prognosis and explanation of the disease. 
When no official criticism of this event occurred in the ensuing weeks and 
months, he and others fashioned the traditional costume worn by medi- 
ums, and he is now sought by others in Phala in cases of illness. 

What has been occurring, therefore, is a form of “cultural revitaliza- 
tion.” The term revitalization was used by Anthony Wallace in the 1950s 
to describe a number of movements of native peoples such as cargo, 


5. There are, however, varying government-set limits on the number of monks who can be 
recruited into monasteries. This policy is disliked by Tibetans who see it as a continuing 
curtailment of their ability to practice their religion as they wish. 
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nativistic, and messianic cults that evolved in situations of sociocultural 
stress and disorganization as “conscious, organized efforts by members of 
a society to construct a more satisfying culture.” Wallace saw these revi- 
talization movements arising in response to an “identity dilemma” that 
was common in contact situations where two cultures, one politically dom- 
inant, clashed. He wrote: 


[revitalization movements] originate in situations of social and cultural stress 
and are, in fact, an effort on the part of the stress-laden to construct systems of 
dogma, myth, and ritual which are internally coherent as well as true descrip- 
tions of a world system and which thus will serve as guides to efficient action.® 


The Tibet situation conforms to Wallace’s conditions for the emergence of 
revitalization movements in a general way. Wallace argued that for revi- 
talization to occur the persons involved must perceive their cultural sys- 
tem as unsatisfactory, and this is clearly what transpired in Tibet.” In 
their contact with the dominant and alien cultural system, the nomads 
were told that their traditional leaders were contemptible enemies of the 
people and their old values and norms were immoral and exploitive. Com- 
pelled to abandon the traditional beliefs and symbols that gave meaning to 
the world around them and to actively embrace new “communist” norms 
and values that they considered repugnant, they experienced a crisis of 
morality and meaning. This was further exacerbated when they had to put 
the new morality into practice by persecuting and physically punishing the 
newly defined "class enemies," many of whom were friends and kinsmen. 

In another important sense, however, the Tibetan situation is inconsis- 
tent with the Wallace model since the response ir. Tibet has not involved a 
conscious and organized effort on the part of an individual or a group to 
rectify the anomie by innovating a new cultural system. Rather, what has 
occurred is a spontaneous, diffuse process wherein members of a society 
individually have resurrected and reintegrated components of their tradi- 
tional cognitive and affective systems so as to relieve stress and dissonance 
and reconstruct for themselves a more satisfying culture. This process of 
diffuse revitalization in Phala extends to all facets of the cultural system. 
Hunting wild animals and butchering livestock, fcr example, are again tak- 
ing on the stigma they had in the traditional society. Since Buddhism 
teaches that taking life is sinful, the nomads traditionally relegated slaugh- 
tering activities (as well as castrating and cutting ear marks on livestock) 
to a hereditary “unclean” social stratum, the very poor, or the irreligious. 


6. A. F. C. Wallace, Religion: An Anthropological View (New York: Random House, 
1966), p. 30. 

7. A. F. C. Wallace, “Revitalization Movements," American Anthropologist 58 (1956), p. 
265. 
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This custom has again emerged in Phala and throughout Tibet, and most 
nomads no longer slaughter their own livestock. 

An incident that occurred during our field work in Phala illustrates the 
extent to which the traditional cognitive system has been reintegrated into 
the present system. A former pung (poor class) nomad—who had been 
an official during the commune period—sold a lactating sheep to a trader 
before milking it, thereby breaking a traditional taboo. Nomads believe 
that such an act could affect negatively the milk production of the entire 
camp, and a man in the same camp—who had been persecuted as a class 
enemy—became incensed. He berated the seller and words soon turned 
into pushing and fighting. They took the case before the local xiang gov- 
ernment, the poor class nomad arguing that the wealthy class nomad 
looked down on him and was trying to impose reactionary superstitions on 
him. The local and district level officials, however, were not impressed 
with what has become an anachronistic perspective and did not side with 
him. Instead they fined both men for fighting, in the process validating the 
acceptability of even this type of custom. On another occasion, when a 
goat of one of Phala’s four party members was accidentally strangled dur- 
ing milking by the rope that tied it, he threw the carcass into the adjacent 
lake rather than eat meat which had been killed by females (the milkers), 
albeit inadvertently. 

Current marriage patterns also illustrate the reemergence of traditional 
attitudes and values. A number of today’s wealthy nomads, for example, 
favorably consider a potential spouse who has a high-status family back- 
ground from the old society, and almost all nomads now refuse to marry 
those from the traditional “unclean” stratum. Similarly, nomad practi- 
tioners of traditional Tibetan medicine are again active in the area, and 
traditional singing and dancing often spontaneously erupt when the young 
from several camps come together. In the broader Tibetan social arena, 
the nomads are once again (as in the old society) hiring scores of villagers 
who make 20- to 30-day trips (one-way) each summer to tan sheep and 
goat skins, carve prayer stones, mold clay figurines of deities, build prayer 
walls, and construct storehouses and residences. This practice not only is 
reestablishing social boundaries between farmers and nomads but is also 
reaffirming the social worth of the nomad’s pastoral way of life.® 

The post-1980 cultural policy in Tibet, therefore, has allowed individual 
nomads in Phala to revitalize their culture, reconstructing a satisfying sys- 
tem of coherent meaning with which to perceive and evaluate the world 





8. Reproductive freedom, an important issue in Han China, was never an issue in Phala 
because China's population control policy has not been pursued in rural Tibet. These no- 
mads, not surprisingly, have relatively large families: women (married and unmarried) aged 
30-39 averaged 3.1 births, and those aged 40-49 averaged 5.4 births. 
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around them and, in the process, reestablish pride in their customs and 
way of life. Although all nomads realize that the government is the final 
arbiter of how far this process can go and that there was considerable indi- 
vidual variation in the extent and timing of the process—some nomads 
being less interested in adhering to traditional religious and social values— 
as of 1988 the bulk of the traditional cultural system was essentially opera- 
tional again, and the nomads were pleased by this thoroughly unexpected 
turn of events. However, their knowledge (and ?ear) that the current gov- 
ernment could intervene again at any time and impose its alien values has 
left feelings of vulnerability, anxiety, and anger and has discouraged devel- 
opment of positive attitudes toward the state. To a considerable extent 
this accounts for the obvious incongruity between the objective effects of 
the new policy in Tibet and the Tibetans' often negative reaction to the 
government that enacted it. It will take a long time for most nomads to 
forget the first two decades of Chinese rule. 


Reforms, Production, and Trade 

China's new policies in Tibet have also dramatically changed the system of 
production and improved the overall standard of living. As in the rest of 
China, the major economic reform program in Tibet is known as the sys- 
tem of (complete) responsibility” (gendzang). It began in Phala in the fall 
of 1981 when the commune was dissolved and all the commune's animals 
were divided equally among the nomads, regardless of age or sex. Over- 
night, each household became completely responsible for its own produc- 
tion and marketing as in the pre-1959 era. The nomads were again free to 
sell or barter their animals as they saw fit. Each Phala nomad received 39 
head of livestock as his/her equal share of the commune's livestock: 4.5 
yak, 27 sheep, and 7.5 goats. In addition, households were allowed to re- 
tain the animals they had held privately during the commune era. This 
raised the average to 42.4 animals per person (4.7 yak, 27 sheep, and 10.7 
goats). But unlike the rest of China, the central government also canceled 
all taxes and quota sales for nomads and farmers in the TAR until at least 
1990. Health care was also made free for all residents. 

The Phala pastoral production system, past and present, involves rear- 
ing yak, sheep, and goats, and harvesting their products, consuming part 
of the yield, and then bartering another portion to obtain necessities such 
as barley and tea. Because roughly 50% of the annual calories of these 
pastoralists derive from barley and other grains, trade for grain has always 
been an integral component of their subsistence economy. The nomads 
traditionally make a winter trading trip to village areas 20 to 30 days' walk 
to the southeast, and farmer-traders come to the Northern Plateau during 
the summer months to barter with the nomads. These individual trading 
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activities were terminated during the Cultural Revolution but quickly 
reemerged under the new economic policy. Wool has been the most im- 
portant trade item for the nomads. Cashmere, the soft down of goats, was 
traditionally of little importance to the nomad economy but it has risen 
dramatically in value over the past few years; in 1988 it sold for 6 to 8 
times more per kilogram than wool (at government rates). Ali three spe- 
cies of domestic livestock also produce milk, which the nomads convert 
into yogurt, butter, and cheese. 

Two other components of the production system are salt trading and 
hunting. Both are in part backup activities, utilized widely in bad times 
but less so when the yield from domestic livestock provides a satisfactory 
livelihood. Since economic conditions have improved since 1981, most of 
the wealthy and middle income nomads have forsaken hunting for reli- 
gious reasons, leaving mainly the stratum of poor nomads who still hunt. 
Traditionally, Tibet’s nomads were the primary producers of salt for both 
Tibet and the Nepalese hill areas. Each spring some of the Phala nomads 
would take pack animals to a saline lake about 30 days’ walk to the north- 
west to collect salt from large exposed salt beds. Most of this went to pay 
a “salt tax” to their lord, the Panchen Lama, while the excess was bartered 
with villagers. Some nomads still trade salt, but the combination of the 
opening of truck roads to these lakes over the past decade, new competi- 
tion from Chinese salt, and higher prices for their other products has re- 
duced the profitability of salt and led most nomads to drop it from their 
annual production cycle, saving themselves the two-month round trip to 
the lake. On the local household level, the response to the new market- 
oriented economy has been completely entrepreneurial—all remnants of 
communal production have been eliminated. District and county officials 
have not opposed this; instead, as will be seen below, they have themselves 
become entrepreneurs trying to maximize the profits of their own offices by 
manipulating market exchanges in various ways. 

At present, there are five types of trade in Phala: (1) trade with the 
government at the district and county levels; (2) private trade with farmers 
living along the fringe of the Northern Plateau—the traditional barter 
trade; (3) trade with farmers and traders who come to the plateau in sum- 
mer to exchange products and labor for livestock or livestock products; 
(4) trade with other nomads, e.g., for horses and livestock; and (5) newly 
emerging trade with Shigatse, the large Tibetan town two or three days 
away by truck. 

Although the new economic policy gives nomads and farmers in the 
TAR the right to sell their products to whomever they want, the bulk of 
the wool and cashmere trade is conducted with the district’s trade office 
through a system of contract or quota sales. The reason is simple. The 
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nomads are being forced by district and county officials to sell a quota to 
the government, although these officials represent the transactions as vol- 
untarily negotiated contracts? This trade operates as follows: Shigatse 
prefecture's trade office contracts with Ngamring county's trade office to 
buy a specific quantity of livestock products. Based on the number of head 
of livestock in each of its districts, the county then calculates the amount 
required from each district to fulfill the contract. The district, in turn, 
calculates the amount of wool and cashmere each of its nomad groups 
(xiang) must provide based on the number of livestock in each. The xiang 
then informs each of its households what it has to provide. A variety of 
threats and sanctions are employed to compel the nomads to sell this quota 
to the government before they sell anything on the open market. A notice 
sent by the district government to the heads of Phala xiang on March 2, 
1988, states, among other things, that: 


The size of the quota (lengen) for this year's livestock products purchases has 
already been distributed to you. Consequently, you should use all your energy 
and means to motivate and organize the people well. Whoever does not fulfill 
their quota must not be permitted to sell even one-half kilogram of quota prod- 
ucts outside [to other traders]. This must be carried out firmly by the xiang 
government. 


The report goes on to warn that: 


It is absolutely not permitted for nomads to sell their quota items outside. If 
they sell outside without first having met their quota, they have to pay a fine of 
the entire amount they received from these sales, plus 1 yuan. 

Based on the success of fulfilling the quotas, the xiang and smaller nomad 
units [drogdzo and dzug] will or will not receive welfare [for the poor]. Those 
that do not fulfill it will not receive welfare and those that do, will receive more 
welfare. Also the government will not sell grains and other valuable commodi- 
ties to those nomad xiang and nomad units which do not fulfill their quotas. !© 


Under the party's new slogan of “get rich," the wool and cashmere trade 
appears to be too profitable for the officials of the trade offices to give up an 
assured supply, despite the law exempting the region from quotas. The 
head of the TAR’s Foreign Trade Bureau reveals somewhat the underlying 
pressure on county officials: 


9. Farmers, however, are not constrained with regard to selling their produce on the open 
market. 
10. Translated by the authors. 
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TABLE 1 Purchases by Ngamring County from Three Nomad Districts, 





1987 
Wool Cashmere 
District (in jin)* (in jin) 
Tsatsey District** 63,650 4,376 
Tshome District 57,206 2,979 
Sangsang District 25,139 2,350 
Total 145,895 9,704 





*One jin equals one-half kilogram. 
**Phala xiang is a part of this district. 


With five million goats, Tibet should harvest 500 tons of goat’s wool [cashmere] 
each year, but at present only 150 tons can be purchased. Apart from increasing 
the amount purchased each year, processing should also be expanded. ! 1 


The profit from trade in wool and cashmere is substantial. Table 1 shows 
the amounts of these products the county bought from its three nomadic 
pastoral districts in 1987. 

In 1987 the county trade office paid the nomads 3 yuan (US$1 = 3.71 
yuan) or 6 jin of grain per jin of wool and sold it to the prefecture for 3.9 
yuan, making a 30% profit. It paid the nomads 13 yuan (or 26 jin of 
grain) for cashmere, receiving 20 yuan from the prefecture for a 54% 
profit. The county’s gross profit on the wool and the cashmere totaled 
199,232 yuan. The gross is actually somewhat larger than this because 
most nomads take grain rather than money and the county obtains the 
grain for less than the 0.5 yuan it charges the nomads. From these gross 
profits the county pays the trade office workers’ salaries, a 10% tax to the 
TAR government, and freight charges, but the profit clearly is still enor- 
mous given that the annual salary of a top official in the county is only 
2,500—3,000 yuan.!? 

The high profitability of these livestock products continues as one moves 
up the market ladder. Since trade figures are treated as a secret in China, 
we were unable to obtain official figures on wool and cashmere prices from 
trade offices above the county level, but information from various sources 


11. Ton Chub, “Tibet’s Foreign Trade," in Tibetans on Tibet (Beijing: Foreign Language 
Press, 1988), p. 114 (emphasis added). 

12. Data derived from interviews with officials at district and county levels and with local 
nomads. 
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indicated sales prices. One jin of nondehaired goat cashmere sold in 1987 
for about $12.50 (46.5 yuan) per jin in Guangzhou. This was 2.3 times 
more per Jin than was paid to the county and 3.6 times more than the 
nomads of Phala received. The only value added to this item as it went up 
the ladder was sorting it into grades based primarily on color. If the cash- 
mere was dehaired before sale, it brought twice the price—approximately 
$25 (93 yuan) per jin. Wool is said to have been sold in 1987 to Shanghai 
and Guangzhou for 4.6 yuan per jin, 18% higher than the price the county 
received and 53% higher than the nomads received. The wool price for 
export sales to Nepal in 1987 was said to be 6.5 yuan per jin delivered to 
the Nepalese border. Comparing the value of the 145,895 jin sold by the 
nomads in 1987 at different levels reveals the extent of the profit —whereas 
the nomads received 437,685 yuan, the county got 568,991 yuan and the 
prefecture (at the Nepal price) 948,318 yuan. The county therefore made a 
profit of about 131,305 yuan on the wool trade and the prefecture 379,327 
yuan, their joint profit being about 510,632 yuan. Wool and cashmere also 
bring high prices on the Tibetan open market. In Lhasa in 1987, for exam- 
ple, one jin of wool fetched about 5 yuan (versus the 3 yuan paid the no- 
mads), and the three Phala nomad households who went south to trade 
with farmers during the winter of 1987 bartered their excess wool (that left 
after fulfilling their contract quota) for 9.8 Jin of barley per jin of wool 
(equal to 4.9 yuan), 63% more than the district price. Similarly, private 
traders coming to Phala in 1987 were offering 25-35 yuan per jin of cash- 
mere, over twice as much as that offered by the district. 

The trade exploitation of the nomads is also occurring at the district 
level. Nomads are presently compelled to sell butter and sheep to district 
officials for those officials’ own consumption needs. Here too, the system 
works not by an open market economy but by establishing a contract 
(quota) at prices below the market. The district officials decide how much 
butter and meat they need and then establish a per animal quota to yield 
that amount, which is then passed on to the nomads based on the number 
of head of livestock they hold. On the other hand, because these officials 
want the “contracts” to appear voluntarily entered into, they cannot pay 
the nomads too little and thus provoke them to protest to Lhasa. Thus, 
the price of cashmere increased from 8 yuan per jin in 1985 to 11 yuan in 
1986, to 13 yuan in 1987, and to between 18-24 yuan in 1988. The price of 
wool has also increased from 2 yuan per jin in 1985 to 2.4 yuan in 1986 to 
3 yuan in 1987 and 1988. These increases have more than offset the in- 
creases in the price of grain and other imported staples such as tea.!? Offi- 


13. Grain increased from .15 per gyama in 1984 to .5 in 1985, remaining the same after 
that. Tea increased from 1.51 to 1.88 yuan per brick in 1985. 
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cials also work energetically to keep the district store well stocked, 
frequently trucking in grain and other products. Because they offer the 
nomads a reasonable, albeit slightly lower price than that available on the 
open market, because they offer either cash or goods, and because they 
offer the convenience of having to travel only three days to the district 
headquarters instead of a month to trade with more distant farmers, most 
nomads would probably trade with the government’s trade office even if 
they had free choice. However, they do not have that option. This ap- 
pears to be a case where thoughtful and sympathetic national-level policies 
on Tibet are being contravened at lower levels. Our discussion with no- 
mads in adjacent counties indicates that this is not an isolated problem and 
that the same practices are being employed in other nomad regions. 

Notwithstanding the controversial use of contract-quota purchases, it is 
clear that the nomads’ main livestock products are increasing in value 
under the new market-oriented economy. This, coupled with the tax con- 
cession, has produced an improvement in the standard of living in Phala 
despite an overall 8% decrease in herd size since decollectivization in 
1981.14 Nomads, for example, are buying traditional items such as pots, 
pans, clothes, jewelry, and metal trunks, as well as new “luxury” items 
such as radios, tape cassettes, sewing machines, gasoline lamps, and iron 
stoves and, as indicated above, hiring villagers to do a variety of manual 
labor tasks. Many have built new storehouses, and a few even new resi- 
dences, costly investments since wood for the beams and pillars has to be 
brought from hundreds of miles away. 

Since wool traditionally has been Tibet’s main export item, the nomads 
have always been part of a larger market system. However, their depen- 
dence on distant Chinese and world markets has increased since decollec- 
tivization. The construction of “truckable” roads from the county to the 
district in the mid-1970s has played an important role in fostering this 
increasing entanglement. It signaled the beginning of a new era when the 
government (and eventually private traders) could easily bring grain and 
other commodities to the district headquarters, and thus to within three to 
four days’ walk of virtually all Phala nomads. The subsequent completion 
(around 1980) of a feeder road from the district to segments of most xiang 
(including Phala) made truck transport even more convenient. Although 


14. In M. C. Goldstein and C. M. Beall, "Studying Nomads on the Tibetan Plateau,” 
China Exchange News 14:4 (December 1986), pp. 2-7, we erroneously reported an increase in 
the number of livestock in Phala after decollectivization. We did not realize then that the 
local records of the division of commune animals did not include the “private” animals (ger- 
sha) held by households at that time. For more detail on the pastoral production system and 
this decrease see M. C. Goldstein and C. M. Beall, “Nomadic Pastoralism on the Western 
Tibetan Plateau," Nomadic Peoples (in press). 
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these roads were originally constructed to facilitate government communi- 
cation between counties and their remote districts, their impact has been 
more widespread. They not only have allowed the government to keep the 
local nomad districts well stocked with grains and other essential trade 
goods, but have facilitated visits by Lhasa-based traders seeking cashmere, 
skins, and (illegal) furs, as well as offering nomads the possibility of trad- 
ing directly with new markets such as the city of Shigatse, which is just 
two to three days distant by truck but close to two month's trek by cara- 
van. 

The truck trade option, which is just emerging, usually involves nomads 
renting space on one of the district's trucks to take livestock products 
(even live sheep) to be sold in Shigatse, then using the profits to purchase 
manufactured goods to resell to other nomads on the Changtang. A gov- 
ernment loan policy has facilitated utilization anc expansion of this option. 
Since 1986 loans have been made available to nomads desiring to do busi- 
ness as part-time traders, either in Shigatse or with other nomads farther 
west where there is a thriving yak trade, and 17 households in Phala have 
received them, one valued at 10,000 yuan. The Shigatse trade has not yet 
proved to be highly profitable for most participants because of the high 
cost of operating the trucks and the nomads' lack of business skills, but it 
is likely to increase in importance in the future as the nomads gain famil- 
iarity with these new markets. 

All of this is gradually changing the pattern o? Phala trade. Last year, 
for example, only three Phala households took the traditional one- to two- 
month winter trading trip with their pack animais to adjacent farm areas. 
The rest conducted all or most of their business with the district trade 
office and store, and the remainder either with traders who came to the 
Changtang or, in a few cases, by taking some goods by truck to Shigatse. 
And although those who took the traditional winter trip bartered their 
excess products for prices higher than the trade office paid, this incremen- 
tal profit is unlikely to compensate for the overal. arduousness of this trip 
and the harm it does to livestock. Thus, it appears certain that the nomads 
will at least continue, and probably increase, their entanglement in distant 
market systems. Although this will likely produce future changes in the 
nomads' way of life, there is no reason at present to assume that this will 
be anything but profitable to the overall nomad economy, and the nomads 
are not being coerced to participate in this development. 

Perhaps the most striking consequence of China's post-1981 reform pol- 
icy is the rapidity and extent to which economic and social differentiation 
has reemerged in Phala. While all nomads started more or less equally in 
Phala in 1981, each having at least 39 head of livestock per person, some 
have seen their herd increase while others have experienced a dramatic 
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TABLE 2 Household Livestock Holdings Per Capita in 1981 and 1988 











Number of Animals Per Capita 
0-29 30-49 50-69 70-89 907 











No. (26) of households 1981 0 (090) 35 (88%) 3 (796) 2 (596) O (090) 
No. (%) of households 1988 20 (3896) 19 (37%) 7 (1396) 1 (296) 5 (10%) 


decline. There are now again both poor and very wealthy nomads. Live- 
stock holdings range from 0 to 154 animals per capita per household. Ta- 
ble 2 reveals the substantial shift that has occurred. In 1981, 88% of the 
households averaged 30-49 head of livestock per person, while only 37% 
had that many in 1988. Moreover, while no households had less than 30 
animals per capita in 1981, 38% had less in 1988. At the high end of the 
continuum, only 12% had more than 50 head of livestock in 1981 while 
2596 had more in 1988, and 1096 of the households had more than 90 
head of livestock per capita in 1988. As a result of this process of eco- 
nomic differentiation, the richer 16% of the population in 1988 owned 
33% of the animals while the poorer 33% of the population owned only 
1796 of the Phala animals. The leveling imposed by the commune and the 
equal division of its livestock in 1981 reduced the tremendous economic 
inequality that so typified the old society, but the past seven years of mar- 
ket-oriented economics has resulted in an increasing concentration of ani- 
mals in the hands of a small number of newly wealthy households and the 
emergence once again of a stratum of households with no or few animals. 

These “new poor" subsist by working for rich nomads, several of whom 
now regularly employ herders, milkers, and servants for long stretches of 
time, as in the old society. These workers are not being exploited, how- 
ever, since they receive a decent wage for their labor—usually one sheep 
per month (equal to roughly 25 yuan) plus good food and even clothes 
if the contract is for an entire year. There is also piece work available to 
the poor in the form of tailoring, spinning, weaving, wool shearing, cash- 
mere combing, livestock slaughtering, grass cutting, and ear-mark cutting. 
Ironically, the new economic policy in Phala has particularly benefited the 
former wealthy class, i.e., those who were expropriated and severely dis- 
criminated against during the Cultural Revolution. Of the six households 
that now have 70 or more head of livestock per capita, four (6696) are 
households from that class, and all of the former wealthy class households 
are among those with the largest herds and most secure income. On the 
other hand, all of today's poor are from households that were very poor in 
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the old society, although some from this stratum have also done well. The 
former commune cadre fall between these poles. Since virtually all no- 
mads previously were categorized as either middle or poor class, a number 
of the former commune and party cadre actually did not come from the 
poorest segment of the traditional society. Nevertheless, they have not 
done as well as the formerly wealthy households. A few cadre have be- 
come well-to-do, but a number are now poor or lower middle class. 

This economic resurgence of the former wealthy class is extending into 
the spheres of authority, influence, and prestige. For example, one of the 
two local-level elected xiang leaders in Phala is an ex-monk of wealthy 
class background who was persecuted during the Cultural Revolution, and 
others of the class are now influential in the community. Most nomads, 
rightly or wrongly, explain this phenomenon by a "culture of poverty" 
ideology wherein those who were formerly poor do worse because they: 
have internalized values and attitudes that eschew hard work and planning 
while the formerly wealthy stratum is succeeding precisely because its 
value system advocates the opposite. This development is resented by a 
tiny minority of nomads who, though powerful officials during the com- 
mune period, are today unpopular and powerless. Bitter at the loss of their 
authority and prestige, one of them once came to the authors’ tent and 
whispered, "You have to tell Lhasa about what is going on here." When 
we asked him what he meant, he repeated this, adding "you know, you 
know." After much insistence he finally said, “You know, the ‘class ene- 
mies, they are rising up again." The persistence of views like this, no 
matter how few their adherents, creates an undercurrent of anxiety among 
most nomads who fear that the leftist pendulum will suddenly reappear 
and sweep away all the new gains. 

Two brief examples of how poor and rich households managed their 
household economies in 1987—88 will illustrate their very different strate- 
gies for survival. 

Household One is wealthy and does not have to do any trading other 
than its forced quota sales to the district trade office. It was wealthy in the 
old society and was expropriated when the commune was created. It con- 
tains seven members: three adult males, two adult females, an elderly fe- 
male, and a youth. In the summer of 1988 it owned 646 animals (278 
sheep, 322 goats, 41 yak, and 5 horses) or 92 animals per person. The 
market value of these animals was about 31,000 yuan (US$8,329). This 
household slaughtered 70 goats and sheep for meat for its members and its 
hired hands. For its quota sales to the district, the household sold: 


170 jin of wool @ 6 jin of barley per jin = 1,020 jin barley 
27 jin of cashmere @ 28 jin of barley per jin wool = 756 jin barley 
9 jin of yak kulu (cashmere) @ 1.5 yuan per jin = 13.5 yuan 
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4.2 jin of butter @ 2.5 yuan per jin = 10.5 yuan 
12 sheep @ 16 to 25 yuan = 270 yuan 


This yielded a total of 1,776 jin of barley (254 jin per person), roughly 500 
jin more than it needed for its basic subsistence. It also earned 294 yuan in 
cash, which it used for other expenses. Household One paid nine 
sheep/goats as wages to Tibetan villagers who tanned 90 sheep and goat 
skins for it, and another 32 sheep as wages to nomad herders and milkers it 
had hired. It owns two storehouses at its home base encampment, and is 
gradually acquiring traditional and new luxury goods such as a cassette 
tape/radio player and several metal trunks. It is one of the wealthiest 
households in Phala. 

By contrast, the head of Household Two was from a beggar household 
in the old society and he is again one of the poorest nomads in Phala. His 
household contains four persons (two adults and two young children) and 
requires about 500 jin of grain for a year. In the summer of 1988 it owned 
only 64 livestock (7 yak, 29 sheep, and 28 goats) and had slaughtered just 
eight goats for meat in the fall of 1987. For its quota sales to the district, 
the household sold: 


13 jin of wool @ 6 jin of barley per jin = 78 jin of barley 
2 jin of goat cashmere @ 13 yuan per jin = 26 yuan 

2.6 jin of butter @ 2.5 yuan per jin = 6.5 yuan 

2 sheep @ 20 and 21 yuan = 41 yuan 


This yielded a total of 78 jin of barley plus 73.5 yuan in cash. The house- 
hold also bartered a sheep with a farmer-trader for about 75 jin of tsamba 
(parched barley flour), but even when we convert the money earned into 
barley, the total is still roughly 200 jin short of its subsistence grain needs. 
The male head of the household, therefore, was forced to engage in a vari- 
ety of tasks for wages that took him away from home for over four months 
of the year: 


1. He worked two months as a herder for Household One. He ate his own 
food for one month in order to earn three sheep as salary instead of the normal 
two. 

2. He spun 27 jin of yak hair for two households and received two goats as 
wages. 

3. He worked two months as herder for a household in another encampment 
and received two sheep as salary. 

4. He snared one antelope, ate the meat, and sold the skin for 50 yuan to a 
visiting trader from eastern Tibet. 

5. He butchered over 100 sheep/goats and seven yak for other nomad house- 
holds, receiving payment of about 80 jin of grain plus miscellaneous entrails. 
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The grain, money, and free meals deriving from his labor provided enough 
supplementary income to meet his household’s grain needs. But the 
household also required other products such as tea, cooking oil, clothes, 
skins, matches, cigarettes, tobacco, etc. Normally it would have sold the 
sheep and goats the household head earned as wages to acquire these 
items, but in 1987 it received 250 jin of barley as welfare and therefore was 
able to add these to its herd, increasing its potential for future income. 

These two examples reveal the tremendous differences that have devel- 
oped in the seven years since dissolution of the commune. The poor 
household now must work for wages, accept welfare from the government, 
and subsist with the poorest quality diet. The rich household, on the other 
hand, as it did in the old society, hires poor nomads to do many of the 
difficult tasks and consumes a high quality, more varied diet. It is not. 
possible here to account in detail for these differences, but in general they 
derive from a concatenation of factors such as luck, skill, consumption 
philosophy, and diligence. The nomads see this dramatic change as a part 
of the natural way of things, and they accept these outcomes since all 
households had (and have) equal opportunity to succeed or fail as their 
luck and skill allows. And although they all agree that economic polariza- 
tion is not as advanced as it was in the old society, it seems likely that the 
newly poor households such as the one just described will form a perma- 
nent laborer/servant stratum. 

Despite the forced quota sales and the economic differentiation, all no- 
mads reported that economic life is much better these days than during the 
commune period when people often went hungry. The main reason for 
this, as indicated earlier, is the absence of taxes and the increase in the 
value of nomad products, which itself is an artifact of the larger economic 
reforms in the TAR and in China as a whole. Also important, is the great 
demand for laborers in Phala and the relatively high wages being paid. 
The nomads with large herds require substantial labor both for milking 
and processing the milk products and for herding. This, coupled with an 
absence of strong value on material acquisitiveness and high value on lei- 
sure time, has produced a situation where individuals generally work for 
other households only if they are doing a favor for a friend or kinsman or, 
like Household Two, are not generating enough income to survive. And 
since the current level of economic differentiaticn has not pushed many 
households below the individual subsistence level, labor is scarce and work 
can be readily obtained. 

It should also be noted that welfare is playing an important role in 
preventing complete destitution for a number of families. In 1987, for ex- 
ample, ten households (18%) received welfare from the county amounting 
to 1,804 jin of barley. One additional individual (nousehold) is completely 
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disabled and receives the “5-guarantee” welfare from the TAR. The local 
government has also organized a system for that individual wherein other 
households work in rotation to provide free labor for such tasks as making 
fires and emptying bedpans. It is interesting to note that all ten households 
who received welfare in 1987 were poor in the old society also. 

While there clearly has been a substantial improvement in the overall 
standard of living in Phala since 1981, it should be noted that by objective 
measures most of these nomads are still very poor. Their tents rarely have 
rugs and they often wear tattered clothes. Many can afford to eat meat for 
just four or five months a year and a number do not even have a yakhair 
tent, living instead in small cloth tents that are frequently torn and bat- 
tered by the fierce winds. Economically, they still have a long way to go to 
approach the standard of living of most Han villagers in eastern China. 


Conclusion 

The new Chinese economic and cultural policies implemented in Tibet fol- 
lowing Hu Yaobang’s investigation tour in May of 1980 have produced a 
major transformation in Phala. Following decollectivization, the nomads’ 
economy immediately reverted to the traditional household system of pro- 
duction and management, which, enhanced by the concession on taxes, has 
led to an overall improvement in the standard of living even though local- 
level officials have not completely implemented an open (or negotiated) 
market system. The new policies have also led to increasing involvement 
in the market economy and dramatic social and economic differentiation. 
Equally important, the post-1980 policies have fostered a cultural and so- 
cial revitalization that has allowed the nomads to resurrect basic compo- 
nents of their traditional culture. With no Han Chinese officials to deal 
with and using written and spoken Tibetan as their medium of interaction 
with the government, these nomadic pastoralists are in the process of re- 
constructing what Wallace called “a satisfying cultural system." Despite 
their lack of confidence in Beijing’s long-term commitment to the new pol- 
icies and their perception of vulnerability vis-a-vis the arbitrary and some- 
times exploitive practices of the government’s representatives, life in Phala 
today is closer to that of the traditional era than at any time since China 
assumed direct administrative control over Tibet in 1959. The post-1980 
reforms created conditions whereby the nomadic pastoralists of Phala were 
able to regain control of their lives and recreate a matrix of values, norms, 
and beliefs that is psychologically and culturally meaningful. The new 
policies have, in essence, vindicated the nomads’ belief in the worth of 
their nomadic way of life and their Tibetan ethnicity. 
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